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PRODUCTION CONTROL IN AGRICULTURE 
AND INDUSTRY’ 


M. R. Benepicr 


UNIVERSITY OF CALIFORNIA 


I am under no illusions as to the originality of the thoughts 
expressed in this paper. Most of them have appeared elsewhere 
or have been mentioned in the various papers and discussions 
of the present series of meetings. This discussion has, however, 
a somewhat different purpose. You will note that the general 
topic of this morning’s discussion is ‘‘ Trends in the Economies of 
American Agriculture.’’ This might be interpreted and discussed 
in a number of different ways. I have chosen, however, to deal 
with it mainly in terms of the trend in the thinking concerning 
these problems on the part of agricultural leaders, particularly 
those who are trained agricultural economists. Certain relation- 
ships become more clear; certain concepts appear more fre- 
quently as a problem of this kind is discussed and studied. Time 
does not permit a critical analysis of the thinking on so broad 
a subject as that assigned. The aim is rather to try to see the 
nature of a short-period trend for which Dr. Nourse so ably de- 
veloped the longer period historical background last Thursday. 

The discussion pertains more largely to agriculture than to 
other types of business, mainly because of a necessity for limiting 
the scope of the discussion to manageable proportions. It should 
be clearly understood, however, that the type of program implied 


1This paper was read at the Twenty-sixth Annual Meeting of the American Farm Economic 
Association at New York, December 30, 1935. Paper No. 61, The Grannini Foundation of 
Agricultural Economics. 
a this discussion the terms industry and agriculture are used to indicate types of organiza- 
tion which are more or less characteristic in these fields. The one implies corporate or other 
large-scale ownership and extensive employment of labor, the other small units and much use 
of labor supplied from the family of the entrepreneur. Small industrial enterprises operated largely 
by family labor or unorganized labor tend, of course, to react in the same way that farms do. 
n the other hand some large scale corporate farming ventures are characterized by conditions 
more closely paralleling those of the large industrial plant, except for the lesser significance 
of established wage rates and labor bargaining power. 
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by these remarks cannot be merely an agricultural program. 
Many of the comments with respect to the agricultural phases 
apply with even more force to the industrial situation, though 
that is not discussed extensively in this paper. 

The control programs of the past two and one-half years have 
constituted such a marked change in the traditional attitudes of 
the American people that it is not surprising to find confusion 
and inconsistency in many of our ideas about the subject. The 
concepts and methodology of the earlier economic writers have 
long been under fire, but not until the coming of the ‘‘ New Deal”’ 
have the critics been challenged definitely with the necessity to 
bring forth a developed and internally consistent substitute for 
the older economics and the traditional social philosophy of 
‘‘each man for himself and the devil take the hindmost.’’ Out of 
a welter of changing conditions and undeveloped ideas has been 
emerging a new mercantilism, as yet far less clearly stated and 
much less simple than the old mercantilism which was challenged 
so effectively by Adam Smith. Now in turn the exponents of a 
new economic doctrine find their position changed. Instead of the 
easier role of the attacker and critic they have become the de- 
fenders of a position which is still unconsolidated and decidedly 
vulnerable. 

The ‘‘New Deal’’ agencies are working on the assumption that 
controlled or planned production can and will result in a higher 
level of general well-being than the kind of procedure we had 
prior to 1933. In seeking to appraise the significance of this view, 
one immediately encounters the question, ‘‘has control been a 
negligible factor prior to the advent of the ‘New Deal’?’’ Very 
evidently there has been widespread and increasing control of 
production during recent decades, especially in and by many 
of the larger industrial enterprises.? Such control has in general 
been looked upon by the law-making bodies and the general public 
as an undesirable exploitation of the consumer and a practice 
which should be made legally impossible. At the same time control 
of output and stability of price structures have been defended by 
many industrialists and labor groups as being in the interest of 
sound and stable business. Not a few farm groups too have 
looked upon this procedure as an ideal to be striven for. 

The distinctive feature of the ‘‘New Deal’’ approach is that 
instead of helpless fuming about production controls which we 


2A major topic for discussion and investigation would be to compare the extent and nature of 
control in agriculture and in industry and to seek to ascertain the effects of the different types 
of procedure which characterize these two important branches of the national economy. This, 
however, would require a major investigation and is better suited to the facilities of the Fed- 
eral Trade Commission or of some large foundation. 
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seem unable to prevent, it proposes that we drop our negative 
program of opposition and take over into public hands and use 
for the general welfare the instrumentalities of production con- 
trol which have supposedly been abused in private hands. Fur- 
thermore that in agriculture and small business where private 
control has generally been unworkable we are to foster control, 
again with a view to raising the general level of well-being. 

Mr. Gardiner Means has presented studies which seem to show 
marked differences in the nature of the response to a changed 
demand situation for industries where production control is rela- 
tively workable and for agriculture and small business where 
such control is difficult or impossible.* The one group tends to 
respond to a drop in demand by curtailing production, thereby 
tending to hold prices relatively constant. The other tends to 
maintain production at or near former levels, thereby absorbing 
in lower prices any shrinkage in the demand for its products. 
Even this simple generalization should not however be accepted 
too easily and without careful qualitative consideration. The 
heavy industries such as steel and other building materials carry 
much weight in any general summing up of industry. In a period 
like that of 1930-33 price may not have been an important factor 
in the curtailment of consumption in these lines. In the building 
industries, for example, possibly there would have been little 
more activity even if prices had dropped as preeipitately as did 
those of agricultural products. The copper situation is a case in 
point. On the other hand, the automobile industry reacted to the 
reduced demand both in heavy price cuts and in reduced produc- 
tion. Possibly its reaction would have been different had the in- 
dustry been less highly competitive. On the other hand, it may be 
that monopolies which have adhered rigidly to established prices 
have not acted intelligently in their own best interests. The auto- 
mobile industry with its active competition and non-rigid prices 
has been a leader in recovery. 

Be that as it may, the fact seems to remain that farmers, con- 
fronted with a decreased demand, tend to maintain production 
and to absorb the slack in lower prices. This is due in part to the 
attempt to maintain previous levels of expenditure for living 
expenses, taxes, and interest. Probably more significant, however, 
is the fact that the farmer is so generally his own employer. He 
cannot readily throw the major impact of reduced demand onto 
labor by discharging it. In industrialized types of farming, be- 


?See for example “Industrial Prices and their Relative Inflexibility.’”’ Letter from the 
Secretary of Agriculture. Senate Doc. No. 13, 74th Congress. 1935. 
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cause of the lack of organization among agricultural laborers, the 
situation tends to be met, without discharge of labor and conse- 
quent lowering production, by reducing sharply the wage rates 
of labor. Thus much of the shock tends to be absorbed in the first 
case by reduced return for the labor of the farm operator, in the 
second by reduced payments to paid farm laborers. Such adjust- 
ment in rates of return to labor is far less possible in the indus- 
trial plant where labor is usually better organized. Even here, 
however, much of the burden tends to be thrown onto labor, but 
in the form of unemployment rather than of lowered wage rates. 
If the industrial entrepreneur had to bear the costs both to labor 
and to entrepreneurship, as the farmer does, the reaction to a 
drop in demand might be more like that in agriculture. Even with 
the separation of functions which exists in industry it is possible 
that if wage rates were more flexible the tendency here also would 
be to react to a reduced demand by maintaining production and 
letting prices fall. 

Since the farmer cannot discharge himself to reduce costs, he 
accepts what he can make. The industrial employer on the other 
hand, being unable to reduce wage rates or costs per unit of 
output materially so long as he retains his labor, reduces his 
outlay and consequently his losses by discharging part of his 
laborers. But with rigid wage rates his costs per unit of output 
tend to remain about as they were, or perhaps even to be in- 
creased. Thus the observed difference in reaction appears to be 
not so much a result of differences in centralization of control 
as of differences in the relationship of entrepreneur of labor used 
and of differences in the rigidity of wage rates in the one group 
‘of industries as compared to the other. Here then are two im- 
portant branches of our economy each intimately related to the 
other as an important factor in demand. They behave differently 
when a general slowing up of the flow of purchasing power oper- 
ates to lower markedly the general level of demand. The most 
significant trends in the economic thinking of today are those 
which deal with the interpretations of these differences and the 
action programs based on such interpretations. 

The problem seems to divide rather naturally into two phases; 
first, what shall be the aims of these programs, and second, what 
shall be the methods used? Thus far the methods have had more 
significant discussion than have the fundamental objectives 
sought. This seems to be putting the cart before the horse. During 
recent months a tendency is more and more apparent to question 
the earlier interpretations and goals and to seek more truly social 
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substitutes. This is apparent in the virtual abandonment of the 
untenable NRA program and in the more constructive and more 
positive search in AAA for a workable substitute for the ques- 
tionable parity price goal. 

The objectives of the current programs may in turn be sepa- 
rated somewhat roughly into general and specific. There has been 
an assumption in the Administration that the heart of the prob- 
lem lay in its price aspects. If the general price level could be 
raised to that of 1926, if the relation of agricultural to nonagri- 
cultural prices could be restored to a previous balance, prosperity 
would be restored. The underlying general objective was of course 
the restoration of prosperity. This price program was a means to 
that end. Yet the price program as the right method has possibly 
been accepted so implicitly that it has tended to become the main 
objective. 

If we try to reduce to more specific terms the much desired 
‘return of prosperity,’’ it becomes a return of high levels of 
production and consumption. This, of course, implies a high level 
of real income well distributed among the various economic 
groups. Few will disagree that, at least from the social point of 
view, this should be the general objective both in industry and in 
agriculture. For its attainment there would have to be an unob- 
structed flow of goods and services between the various groups. 
The agricultural program is supposedly designed to facilitate 
a resumption of at least such degree of interchange of goods as 
formerly occurred. More and more the view that an adequate 
flow of goods and services can be developed under a rigid price 
structure is coming to be challenged by thoughtful students. 

Much of the reasoning upon which the current popular inter- 
pretations of the agricultural problem is based grew out of the 
situation which existed from 1920 to 1930. During that period 
many of the major agricultural products were suffering from 
the depressing effects of reduced foreign buying power, rapidly 
reviving agricultural production in deficiency countries, and the 
piling up of heavy carryovers. During the same period a large 
part of the industrial world was enjoying an almost unprece- 
dented era of prosperity, supplying goods and buildings to care 
for an accumulated demand which had grown up during the War, 
and exploiting important new mechanical developments. This 
contrast in conditions led to widespread and deep-rooted con- 
victions that the fundamental make-up of agriculture doomed it 
to exploitation at the hands of a highly controllable and well- 
organized industrial group. The tendency was to idealize for 
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agriculture the control which seemed so desirable in industry. 
The fact that such control was an employer oriented control and 
impinged with special severity on labor in times of reduced 
demand has been largely overlooked by the farmer who combines 
so intimately these functions of employer and laborer. 

In examining so exclusively the particular period above re- 
ferred to, it was easy to overlook what seems to be a fact; namely, 
that instead of this period being a characteristic one it was in 
fact a reversal of the usual relationship, brought on through a 
reversal of the types of commodities demanded and not demanded 
during the World War period. Usually agriculture and industry 
have tended to prosper and to be depressed together, rather than 
in inverse relationship.* The onset of the general depression in 
1929 brought more clearly into view the fundamental interrela- 
tion between the two. A falling domestic demand brought disas- 
trous declines in agricultural prices which could not be ascribed 
to supply changes. A stoppage of the flow of buying power in 
general brought industry to a level of inactivity seldom before 
witnessed. 

It would seem then that agriculture and industry have a 
marked interest in each other’s prosperity and that their pros- 
perity will be promoted by those measures which make for a 
freer use of the productive resources of both. The correction 
needed differs in the two cases. As stated above agriculture tends 
to receive the impact of reduced demand in the form of low prices. 
Industry receives it in reduced volume of output.* Socially the 
latter is the more serious. Politically the former is probably more 
significant. Practically the question is how to proceed in a con- 
structive effort to bring about a condition of high real incomes 
which we have suggested as the basic general objective. 

In fairness to the Department of Agriculture it should be stated 
that some of the most practical thinking on this problem has 
been going on among certain socially-minded individuals within 
that organization. That this thinking would yet have reached the 
general agricultural public is too much to expect after fifteen 
years of parity-price fundamentalism. Popular acceptance of any 
substitute can scarcely be expected until one is developed which 
is workable and which can catch the popular imagination as the 


*See for example one of the earlier studies of this problem by L. H. Bean, ‘Agriculture 
and the Nation’s Business.’” JOURNAL OF FARM EcoNomics for July, 1927. Note chart p. 344. 
Although the author concludes that ‘‘there has been a tendency for business to recover in periods 
of relatively low agricultural prices and to decline in periods of relatively high agricultural 
prices,” at least as good a case can be made out for the contention that business and agri- 
culture tend to prosper and be depressed together. qi 

5There are many exceptions to this generalization, particularly in the smaller industrial 
concerns. 
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parity-price idea has done. Those on the firing line in the AAA 
have been handicapped by the pressure of immediate problems, 
by the necessity of working within a legislatively established 
framework of goals and procedures, and by certain political ne- 
cessities of the situation. Those economists who are not on the 
firing line and confronted with the necessity for making imme- 
diate, positive decisions have too generally been content to deal 
in a somewhat vague general negation of present policies, idealiz- 
ing a competitive situation which has not existed for a long time, 
and which never did work too well. 

There are, however, some signs of germinating policies and 
programs which, if not drowned in the floods of propaganda or 
blighted by political pressures, may yet emerge as a truer flower- 
ing of the principle of justice to farm people with fairness to 
other groups. Such a fruition needs, however, an enlarged and 
strengthened program-planning division in the AAA more defi- 
nitely removed from immediate operating problems and an 
earnest acceptance on the part of agricultural economists outside 
the AAA of their responsibility to aid seriously in the develop- 
ment of practical programs.° Neither by unquestioning acceptance 
of Washington leadership nor by carping and negative criticism 
can the agricultural economist fulfill his plain duty to the public 
which supports his researches and should look to him for signifi- 
eant intellectual leadership. 

Turning more specifically to the program itself certain basic 
considerations appear to stand out. If we accept the sharply 
different reactions to depression conditions which Means has 
pointed out, and if we agree that a high level of production and 
consumption is the general aim to be striven for, it is clear that 
the immediate goals should not be the same, but instead should 
point in different directions.’ In those lines of production where 
the tendency is to hold production below levels that are socially 
desirable, the aim should be to attain a suitable volume. This 
presumably would look to lowering costs and prices, to the use of 
bounties, where necessary, to throwing more responsibility for 
unemployment relief onto the individual employer, to external 
stimulation as in the public works program, or even to the taxing 
of unused capacity in a way to lessen the incentive to meet re- 


_*It is evident, of course, that no planning or policy making directed simply to the 
agricultural problem can meet adequately the double problem which has been outlined here. 
Curing one horse of heaves does not take the spavin off the other one. Reference here 
is only to the possibility of improving the program within agriculture with a view to making it 
more constructive and forward-looking rather than an effort to restore a past relationship which 
becomes each year more obsolete. 

. .'As previously indicated the distinction as to program should not be in terms simply of ag- 
riculture and industry, but rather in terms of behavior in the particular business concerned. 
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duced demand by cutting employment. The problem has, of 
course, both its emergency and its longer-time aspects. In its 
emergency phases the program naturally looks to regaining 
some such level of employment and production as that which 
existed before the depression. In its longer-term aspects the aim 
is to seek some level of production and consumption which would 
be more desirable from a social point of view and to guard against 
policies which would again lead to a sudden breakdown such as 
that of 1929. 

It would be foolish to assume that the whole problem is to be 
found in the field of production. Possibilities of socially desirable 
production programs are conditioned upon the way in which the 
national income is distributed, on the stability or instability of 
our foreign trade, and on the stability or instability of our price 
level. The older economics has assumed instabilities in price 
levels, in the flow of purchasing power and in foreign trade con- 
ditions. Possibly this is still the most realistic way to look at the 
problem, much as we should all like to see more stability of these 
factors in the situation.* If so, public policy might well continue 
as in the past to seek to promote price flexibility as a less painful 
and quicker treatment than the program of price rigidity which 
has had popular approval in the past few years. 

The NRA looked to maintaining or even raising the prices of 
industrial products and apparently operated with respect to 
prices in precisely the opposite way from that which was most 
needed.® If the contention, apparently accepted by Congress and 
the Administration, that agricultural prices were so low as to 
prevent the free flow of goods, it would seem at least as logical 
to seek to lower prices of nonagricultural commodities as to raise 
those in agriculture. Little was accomplished in the way of in- 
creasing production. The tendency was rather to inhibit those 
business relations which have tended in the past to put business 


8 The writer recognizes of course that an entirely stable price level may not be an ideal 

goal to strive for. If attainable, such a situation would mean that the benefits of technical 
improvement could be passed on to the general public only through higher wages and incomes, 
not through lower prices. Yet prices are more easily changed and adjusted than are wage 
rates, salaries, and incomes from savings. Also, for types of production which depend heavily 
upon foreign outlets, a drop in the external price level which would automatically lower prices for 
these products would, under such a policy, call for a compensating increase in other prices, thus 
increasing the disadvantage of producers of these export products. Certain important agricultural 
areas might suffer severe disadvantages from a rigidly maintained general price level, assuming such 
stabilization to be possible of attainment. 
: ®*The NRA program included, of course, numerous other objectives, especially those pertain- 
ing to wage rates, hours of labor, trade practices, etc. The philosophy of price maintenance and 
price raising, while partly a reflection of administration attitude was in large measure an ex- 
pression of characteristic private business point of view which was strongly represented in the 
NRA councils. Certain of the Administration advisers looked, perhaps somewhat unrealistically 
to the NRA as a means of bringing about large-scale low-priced production. See for example 
“The Battle for Democracy” by Rexford Guy Tugwell (Columbia University Press, N.Y., 1935), 
particularly the essay on ‘The Senior Partner.’’ That the results have been mueh different from 
those anticipated by the more liberal sponsors of the program is indicated in such studies as that 
of Filiptti and Vaile (The Economic Effects of the NRA, a Regional Analysis, University of 
Minnesota Press, 1935). 
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in a position to go forward again. The efforts in the way of wage 
maintenance, credit inflation, public works, relief and monetary 
manipulation did not prove very effective as substitutes. The 
trend of development since the collapse of the NRA is difficult 
to identify. There is apparently little inclination to seek a revival 
of the NRA in its old form. The excessive preoccupation with 
prices and wage rates which lay back of it is apparently nearly as 
strong as ever. If quantity production develops soon, it will ap- 
parently be from an accumulating scarcity of goods and the 
anticipation of unstable money values rather than from price 
and wage concessions. 

Farmers, on the other hand, were confronted with disastrously 
low prices, huge debts and taxes, and a reduced buying power 
which was an important factor in the curtailed demand for in- 
dustrial products. The contention was that restoration of agricul- 
tural prices to a level commensurate with those of other products 
would start the wheels in motion again and lead to renewed 
prosperity. This conception, however, was not unmixed with 
others of a different nature. Accompanying it was something very 
like the medieval concept of a ‘‘just’’ price. There has been built 
up in the minds of vast numbers of farmers unquestioning faith 
that parity price is the proper price. This excessive price con- 
sciousness has led to an attempt to apply in agriculture the re- 
strictive policies already prevalent in many nonagricultural lines 
and to a tendency to overlook the fundamental general objective 
which has been referred to earlier. 

Let us examine very briefly this parity price goal on the basis 
of two different criteria. First whether it was the just and equi- 
table relationship it has been so easily assumed to be. The other, 
whether reestablishing it will contribute to the general objective 
of maximizing real incomes. Joseph S. Davis and others have 
pointed out in previous articles the fallacy of the belief that 
1910-14 marked a characteristic relationship between agricultural 
and nonagricultural prices.*° Unless we regard 1910-14 as the 
beginning of American economic history, we are forced to con- 
clude that this was, after all, a period when agricultural prices 
were higher than usual in relation to nonagricultural prices. Par- 
ity price as a ‘‘just’’ price thus drops into the category of 
historical misconceptions. This does not in any manner deny, 
however, that many agricultural prices have been lower during 
the past fifteen years than would return to farmers an equitable 


1° See for example Davis’s article ‘‘An Evaluation of the Present Economic Position of 


Agriculture by Regions and in General,” JOURNAL OF FarM Economics for April, 1933. 
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share of the total national income. If production actually were 
curtailed to an extent that parity prices would result, the pro- 
ducers of not a few agricultural commodities would be the first 
to rise in revolt. Relative demands have changed, relative pro- 
duction costs have changed. It would now be highly profitable to 
produce many farm products at something below parity prices, 
and highly unprofitable to be restricted today to the volumes 
produced twenty-five years ago. 

Justice in the price field has always proved an illusive concep- 
tion even where formal appraisal methods were at hand. For the 
rapidly changing conditions which have characterized production 
and consumption in recent years substitutes for the bargained 
price of the market place have been hard to find. A more con- 
structive approach to the problem appears to lie in looking to 
the effects of given policies upon business activity, upon the total 
national real income, and upon the distribution of that income, 
letting price take a secondary place in the goals of national en- 
deavor. The interests of farmers as well as of nonfarmers lie 
more in a high level of general production and business activity 
than in a condition of sharply restricted production and high 
prices. This does not mean, however, that planned and perhaps 
regimented adjustments to drastically altered foreign outlets 
for certain export crops may not be indicated even in the light of 
this restatement of objectives. Neither does it mean that demor- 
alizing surpluses in non-export commodities should be ignored. 
It does mean that the criteria should be based upon the amount 
of demoralization and the probable effects on the producer group 
and the general public rather than on the relation to a price situa- 
tion of twenty years ago. 

Developments in the thinking relative to the agricultural 
phases of the problem have been occurring in recent months. Rec- 
ognizable changes in thinking usually occur much sooner than 
such new lines of thought become popularized or reach a stage 
of practical proposals. In the early days of AAA the approaches 
to the problem were colored by Mr. Peek’s belief in the efficacy of 
controls at the marketing stage, through marketing agreements. 
As a result both of the emergence of other leadership and of legal 
and economic difficulties in using it, the marketing agreement 
approach has receded in importance whereas the control of pro- 
duction aspect has emerged into larger significance, first in a 
rather arbitrary and emergency form, later in a longer term and 
more considered attack on the problem. 

The immediate efforts were concerned first of all with easing 
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off the burdensome accumulations of stocks and raising the prices 
of agricultural products as directed in the act. We need not spend 
time here on the causes of the accumulations. They are numerous 
and complex, in part the blocking of customary export outlets, 
in part heavy world production, in part lowered domestic de- 
mand, and to some extent war levels of production not fully 
liquidated. All of these resulted in and were aggravated by a 
greatly disturbed international exchange situation. Through the 
adjustment program and still more through the drouth conditions 
of recent years, these heavy accumulations have in most lines 
been reduced to manageable proportions. 

From the beginning the more thoughtful leaders in the AAA 
have realized that a continued horizontal reduction and the freez- 
ing of an ill-adjusted production situation could be only a tem- 
porary expedient. It would block wholesome developments in 
newer areas and perpetuate inefficient high-cost production in 
declining areas. Some slowing up of widespread adjustments in 
the relations between areas would, to be sure, give a breathing 
spell to those on the losing side of the competitive struggle but 
the inhibiting of such adjustments could not be regarded as an 
end in itself. Furthermore, restrictions on some of the crops, suffi- 
cient to hold prices at parity levels, would prevent considerable 
amounts of profitable and socially desirable production. This was 
particularly true in lines where costs have been lowered mate- 
rially since the base period. To illustrate, we would scarcely have 
the present activity in the automobile industry if we were to seek 
to reestablish the prices and qualities of 1910-14. Also the farther 
given prices are held above their competitive levels, the greater 
the problems of control, evasion, land speculation, and injustice 
as between individuals. 

The first attempt to leave the dead past to bury its dead and 
turn to a serious look ahead was along lines of trying to see how 
much production is needed. Estimates were made on the basis of 
studies by Stiebling and Baker of the amounts of foodstuffs 
needed for various levels of adequacy in national diet.* This 
thinking is, of course, still in the councils though for want of a 
practical procedure it has never emerged very definitely. Several 
obstacles have served to keep it thus in the background. Among 


11 See for example the following studies and statements: Hazel K. Stiebling and Medora 
M. Ward, “Diets at Four Levels of Nutritive Content and Cost.” U. S. Dept. of Agr. Circ. 296. 
1933. Also Hazel K. Stiebling, ‘‘A Statistical Analysis of the Food Requirements for the Popula- 
tion of the United States.” Journal of the American Statistical Association. Supplement. March 
1934. H. R. Tolley, “The Problem of Long-time Agricultural Adjustment.’’ Address at Farmers 
Week, Ohio State University. Columbus. Jan. 31, 1934. Mimeograph. O. E. Baker, “The Future 
Need for Farm Land.” Addresses at Farm and Home Week, lowa State College, Ames. Feb. 9, 
1934 (revised to Aug. 1934). Mimeograph. 
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these the following are most significant. Both foods and nonedible 
goods are purchased with money. So long as wants for nonedible 
goods are far from satisfied, food budgets will be curtailed below 
physiologically desirable levels. This approach then hinges in 
part upon present and prospective distribution of incomes, a 
problem so far reaching and fundamental that changes can come 
only slowly, and the role of the AAA can be only that of working 
with other agencies in the direction of a better balance. Secondly, 
the choices of foods by individual purchasers are conditioned so 
much by custom, by local availability, and by limited knowledge 
of dietetics that a poorly balanced diet might continue even if 
incomes were much more equitably distributed. Progress along 
these lines from a control standpoint seems to be dependent then 
upon the possibilities of propaganda, education, and subsidiza- 
tion of those changes in food consumption which are regarded 
as socially desirable. 

Related to this, yet fairly distinct from it, is the problem of the 
extent and nature of the foreign trade in agricultural products. 
This has been brought to the public attention in such statements 
as Mr. Wallace’s ‘‘America Must Choose,’’ and many supple- 
mentary comments in AAA and other Administration literature. 
As yet the consumer interest in a more stable supply and price 
situation for foods, which can come from freer interchange of 
goods between countries, is not crystallized or well understood. 
Even with more trade with foreign countries it may be that the 
trend of agricultural exports will be downward. Thus, the prob- 
lem may resolve itself into making the best estimates possible 
of the amounts that can be exported and adjusting approximately 
to these levels. The more nearly we approach a domestic produc- 
tion and consumption under tariff protection the greater will be 
the need for some such device as Mr. Wallace’s ‘‘ever-normal 
granary’’ to stabilize supplies as between years of high and low 
yield. 

During this past spring and summer the thinking and research 
have taken on a different emphasis, one which is not in conflict 
with the general concept outlined above, but which has not thus 
far been brought into any close relationship to it. This is the 
effort to determine what adjustments would result if programs 
were planned with a view to fostering soil conservation and good 
farm practice. This has been a wholesome move in that it has 
uncovered many of the inadequacies of existing information and 
has given agricultural researchers valuable experience in pooling 
knowledge and working as a team. It is not, however, a marked 
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change from the older agricultural experiment station approach. 
Rather it is an attempt to summarize and coordinate the pro- 
grams which have developed out of the agricultural research of 
the stations. It can hardly be looked upon as an ‘‘adjustment”’ 
program for several reasons. It has no price, profit, or other 
definite economic objectives unless it can be looked upon as a 
cost-reducing program. For the most part it carries the earmarks 
of a long-time conservation program. The adjustments called for 
would not, in the main, tend to a lower long-term production 
except in the minor effects that might result from withdrawal of 
cultivated crops from areas which are submarginal for their pro- 
duction, and the small amount of extensification which might 
result from turning more largely to grass. Looking at the matter 
over a fairly long term these better procedures would seem to 
look to maintained or increased production. If not, there may be 
some question as to their being better. 

Methods in achieving these goals are partly developed, but are 
as yet relatively untried. In the range areas, the creation of graz- 
ing districts and the land purchase program should make possible 
more constructive handling of the ranges. The proposal to estab- 
lish corn and hog bases by an ‘‘appraisal’’ method should make 
possible adjustments on individual farms which will be more con- 
structive from a conservation standpoint than the old ‘‘rigid 
base’’ method. The principal problem will be administrative. The 
real test will be whether favoritism, or at least the belief that it 
exists, can be avoided, and whether sufficiently definite criteria 
can be developed to enable committees to handle the procedure 
in an orderly way. Literature available to date does not indicate 
whether the Administration feels able as yet to alter county and 
state quotas relative to each other with a view to making inter- 
area and interregional adjustments. This will have important 
political aspects. The program itself, however, without any 
changes in relative quotas of the basic crops, will have important 
interregional effects through changes in the kinds and amounts 
of products grown on the substitute acres. 

The land purchase activity seems now to be taking shape more 
definitely not as one of production control but rather as a pro- . 
gram of clearing up certain rural slums and high cost of service 
areas, and the rounding out of areas of mixed ownership which 
are not now suited to orderly administration by any of the gov- 
ernment agencies. Its effects upon total production will not be 
important. It is mainly a long-time program related to the re- 
versal in the trend of frontier development. 
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As yet then a workable substitute for the horizontal reduction 
program has not been devised (except for the enlargement of the 
unit from single farm to county). 

Most studies of trends look to some effort to forecast the future, 
Any effort to do this in the present instance must take into ac- 
count both the political and economic aspects of the problem. The 
tendencies in both cases will be affected markedly by the decision 
as to whether this is to be an emergency or transitional program 
or whether it is to be a permanent program. If the former, we 
may look to continuance, in the main, of already established pro- 
cedures with either a sudden termination or a gradual reduction 
in processing taxes and benefit payments. If the latter, granting 
intelligent progressive leadership, we may look to rather marked 
changes in procedure possibly along lines briefly touched on 
below. 

Except as rising prosperity may lead to fuller employment and 
larger incomes to large groups now living at low levels of con- 
sumption, we may look for increasing consumer resistance to the 
processing taxes and to programs of restriction. This is likely to 
grow out of an increasing consciousness that industry is not a 
unit and that the higher prices the farmer is demanding, and 
which industry has in considerable measure retained, are having 
to be paid out of worker incomes or relief doles that are even 
smaller than the farmer incomes these measures are designed to 
increase. Once the buying power of nearly all the groups is down 
there is little more argument for reviving business through arbi- 
trary increases of purchasing power of one group than of an- 
other. There is likely to be increasing feeling that the Adminis- 
tration’s program as a whole has not struck at the heart of the 
problem through efforts to increase the flow of goods and services 
but rather has sought to maintain the previously existing re- 
strictions and to extend the restrictive program into other fields 
previously not so controlled. Thus it has, probably unconsciously, 
tended to intensify conflicts in group interest and to foster con- 
ditions of low production, high prices, and much unemployment 
rather than the opposite one of large production, low prices, and 
. fuller employment. 

The farm groups for the most part will resist this philosophy 
and will probably be able to hold the program at least into the 
1937 or 1938 elections regardless of who is elected president 
in 1936. Whether the adjustment program or something like it 
will persist beyond that time is too problematical for present 
prediction. 
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Disregarding for the time being the political influences in- 
volved, the problem of greatest present importance from a social 
and economic viewpoint is to develop a new goal in agricultural 
adjustment, one which will look to the future rather than the past, 
one which can be popularized and sufficiently defined to come 
within the legal limits of delegation of authority by Congress. 
Except as this is done the control program cannot be other than 
an emergency one or, at the most, amore or less perpetual subsidy 
to vested interests along lines similar to those of the tariff system. 

A program designed to promote the attainment of such a goal 
would establish somewhat the following objectives: 

1. The promotion of a high level of production and consump- 

tion both in agriculture and in industry. 

2. The fostering of an equitable balance and broad distribution 
as among incomes to various groups of workers both agri- 
cultural and non agricultural. 

3. The development of a well balanced and constructive dietary 
situation within the nation. 

4. The establishment of an international trade situation which 
can function effectively as a stabilizer of the domestic sup- 
ply situation, expanding at times to absorb our high-yield 
surpluses, permitting inflows to offset our low-yield deficits. 

5. Provision for retirement or delegation to new uses of such 
lands and human resources as are not needed to supply on 
a basis of normal yields such volume of farm products as 
will be in accord with the above stated objectives. 

6. The setting up of arrangements whereby temporary sur- 
pluses of individual crops can be so handled as to prevent 
serious demoralization in the affected production areas. 

7. The bringing about of needed adjustments in major uses of 
land and in practices which will contribute to a continuous 
and constructive program for the conservation of natural 
resources. 


Turning to methods looking to these ends we are on more diffi- 
cult ground. The agricultural adjustment legislation has, how- 
ever, given authority for a wide range of methods of achieving 
the goals designated. With a restatement of these goals the pro- 
gram could be varied to meet a surprising number of conditions, 
and might perhaps be made still more flexible as to methods. 
Having in mind a desired volume of production rather than a 
specified price objective, the incentives for achieving that volume 
of production could be varied widely; benefit payments or other 
subsidies to stimulate production and consumption of under- 


468 M. R. Benedict 


produced commodities, taxes on excess acreages of overproduced 
commodities, export subsidies to remove burdensome accumula- 
tions, land retirement programs in submarginal areas. Still others 
may be found serviceable. 

Decisions concerning the changes in production which are to be 
sought will be most difficult. Pressure groups will be insistent 
and vociferous. Many of the difficulties of procedure and public 
relationship which have beset the State Department in negotiat- 
ing trade agreements will be met and will have to be surmounted. 
The function to be performed is one that is semi-judicial and 
semi-legislative. Thus its ultimate tendency must be toward a 
national point of view rather than a strictly agricultural point 
of view, a relationship more nearly approaching that of the Inter- 
state Commerce Commission to the railroads than that which 
has characterized the AAA thus far. This looks in the direction 
of an enlarged planning division with greater influence and a 
more highly developed judicial technique but also with far more 
opportunities for initiating constructive programs than are 
possessed by any of the present semi-judicial administrative 
agencies of the government. 

Will developments in production control take these directions, 
thus looking to a future better balanced and socially adequate 
production, or will they tend to ossify into protections of special 
interests based largely upon some arbitrary past relationship? 
The vision and strength of the leadership within the administra- 
tion, the clarity of thinking by the American people, and the rela- 
tive strengths of the various political influences will determine. 
As a vested interest program it is doubtful that the AAA can 
stand indefinitely, the history of the American tariff notwith- 
standing. In the long run, then, the alternative seems to lie be- 
tween a reversion to private control, or unregulated production, 
on the one hand, and a forward-looking socially constructive 
control on the other. 
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AGRICULTURAL ADJUSTMENT AND FARM TENURE’ 
D. W. Watkins 


CLEMSON AGRICULTURAL COLLEGE 


Much discussion has occurred as to the effect of crop control 
on different tenure groups. Most of this discussion has centered 
on the effects of the cotton control program on tenants and share- 
croppers. For this reason, and to achieve necessary brevity, this 
paper deals mainly with the cotton program and its relation to 
the tenant problem. 

The cotton states with about half of the American farm popu- 
lation have been and are operating under an economy creative 
of the renter, share-cropper, and laborer status. The children 
of owner-operators start in as laborers or share-croppers at the 
bottom of the agricultural ladder, and in increasing numbers 
remain to swell the lower ranks. The rest of the country appears 
to become progressively less immune to the same general influ- 
ences that render ownership difficult in the cotton states. In these 
states the problem is more complex on account of the two races, 
but it is an economic rather than a race problem. For example, 
in South Carolina, white tenants and share-croppers now out- 
number white owners, notwithstanding the fact that the white 
race has furnished during the past fifty years many thousands of 
families to the rapidly developing textile industry. A correspond- 
ing number of negro farm families have moved to larger indus- 
trial centers in northern states. The proportion of tenants and 
croppers in the cotton states was increasing for a number of 
decades before 1933, as the census will show. 

The belief that national safety is associated with a home- 
owning farm population has since 1920 greatly stimulated con- 
sideration of the relation between national economic policies and 
the farming industry. The principle of ‘‘Equality for Agricul- 
ture’’ with its recently attained political strength will if main- 
tained and further developed assist in reversing the trend toward 
a higher percentage of tenants and share-croppers in the farm 
population of the cotton states. However, it should be remem- 
bered that this trend has the momentum of a long period during 
which the practice of mequality for agriculture fell with particu- 
lar acuteness upon cotton growing communities, and that during 
this period there was an incalculable depletion of natural 
resources. 


1This paper was read at the Twenty-sixth Annual Meeting of the American Farm Economic 
Association at New York, December 30, 1935. 
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Because much of the discussion of this subject revolves around 
the low incomes and low purchasing power of cotton share- 
croppers and tenants it is proper to point out that this condition 
antedates the Agricultural Adjustment Act. Considerable data 
have been published along this line and every student is familiar 
with the general conditions as to low incomes, low standards of 
living and low purchasing power that have obtained for decades 
with the exception of brief periods. The same relative conditions 
have obtained for all tenure groups including owner-operators. 
Even most of the so-called ‘‘big farmers’’ have not had what 
in other regions would be called large net incomes They and 
their tenants and share-croppers have tended to experience pros- 
perity and adversity together. During periods of economic stress 
the big farms ordinarily harbor even more families than during 
times of normal industrial activity. This is, of course, not an 
argument for or against big farms. 

Some significant facts have been developed in a Landlord- 
Tenant survey” conducted in 52 typical counties in eleven princi- 
pal cotton growing states under the supervision of persons in 
each state jointly selected by the State Administrator of Emer- 
gency Relief and the State Director of Extension. The main pur- 
pose of the survey was to determine what relationship, if any, 
existed between the cotton adjustment program and the number 
of tenants and former tenants enrolled as emergency relief 
clients during the period January 1, 1934 and March 15, 1935. 
However, the scope of the study was broadened to include addi- 
tional information. 

In most cases the county from which most complaints had come 
regarding violations of the landlord-tenant provisions of the 
cotton contract, and the one with the heaviest rural relief load 
were included. 

In general the survey schedule and organization of this study 
was such as to secure unbiased factual information. 

Of 43,893 tenants on relief rolls in the 52 counties, 14,319 were 
on farms covered by the cotton contract or had been on such 
farms in 1933 or 1934. A total of 92,340 cotton contracts had been 
signed in these 52 counties. Only landlords of tenants testifying 
that there was some irregularity in connection with the landlord- 
tenant provisions of the contract were included. 

Complete information was secured from 13,575 tenants on re- 
lief rolls. Of this number 68.9 per cent had used a part of the 


2 Report compiled by W. J. Green, in Charge, Landlord-Tenant Relationship Section, Divi- 
sion of Cotton, Agricultural Adjustment Administration, September 1, 1935, as yet unpublished. 
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‘‘adjusted acres’’ for the production of food and feed crops for 
home use, the average acreage used per family being 5.3 acres. 

Of the 13,575 tenants on relief rolls from whom complete infor- 
mation was obtained, 7,633, or 56.2 per cent, were white ; 5,869, or 
43.2 per cent negro; 51, or 0.4 per cent Mexican, and 22, or 0.2 
per cent Indian. 

Of tenants on relief rolls it was found that there had been an 
increase in the per cent of cash and share tenants, and a corre- 
sponding decrease in share-croppers from 1932 to 1935. The per- 
centage of farm laborers remained practically the same. Cash 
tenants decreased from 11.1 per cent in 1932 to 10.7 per cent in 
1933, then increased to 11.2 per cent in 1934 and to 16.7 per cent 
in 1935. Share tenants increased steadily, the proportion being as 
follows for each year: 1932, 25.5 per cent; 1933, 27.2 per cent; 
1934, 28.6 per cent, and 1935, 30.7 per cent. Share-croppers in- 
creased from 49.9 per cent in 1932 to 52.2 per cent in 1933, then 
decreased to 47.3 per cent in 1934, and to 36.3 per cent in 1935. 
Farm laborers decreased from 7.4 per cent in 1932 to 6.0 per cent 
in 1933, then increased to 7.0 per cent in 1934 and to 7.4 per cent 
in 1935. The proportion of other families was as follows: 1932, 
6.1 per cent; 1933, 3.6 per cent; 1934, 5.9 per cent; 1935, 8.9 per 
cent. 

The number of apparent violations amounted to only 0.6 per 
cent of the total number of cotton contracts in effect in the 52 
counties. In other words, there was one apparent violation per 
166 contracts. 

It should be remembered that these are only apparent viola- 
tions. Where subsequent investigation by Agricultural Adjust- 
ment Administration authorities show an actual violation, steps 
are being taken to secure adjustment. Incomplete returns from 
these investigations indicate that only a small per cent of ap- 
parent violations are found to be actual violations. Ten typical 
examples of apparent irregularities that are not regarded as real 
violations of the landlord-tenant provisions of the contract are 
cited below: 

1. A landlord who has been working in town loses his job and 
returns to the farm in order to make a living for his family,.thus 
displacing the tenant who was on the place. 

2. A man purchases a farm which has been operated by a 
tenant. He moves to the farm and operates it himself. The survey 
shows the displacement of a tenant in 1934. 

3. A farmer has one share-cropper. He loses part of the land 
and can no longer use the share-cropper. 
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4. A man has several tenants. His son marries and wants to 
start a home for himself. His father rents him the land formerly 
operated by one of the tenants. 

5. A farmer had one share-cropper in 1933. This share-cropper 
divided his crop with his son-in-law in 1934. The son-in-law found 
other land in 1935. The survey shows a reduction in share- 
croppers from 1934 to 1935. 

6. A share tenant loses a team and equipment and asks to be 
allowed to remain on the farm as a share-cropper. The landlord 
allows him to do so, but the survey shows that the status of the 
tenant has been lowered. 

7. A farmer with several share-croppers moved to town in 
1934 and placed an additional share-cropper on the farm to 
handle the land which he had previously farmed himself. In 1935 
he finds it necessary to return to the farm, thus displacing the 
additional share-cropper. 

8. A tenant abandons his crop in April and the landlord is 
unable to get another to take his place, so has to work out the crop 
with his own labor. 

9. A tenant leaves a poor, run-down farm and rents a better 
one. The land is so poor that the owner has been unable to get 
another tenant, and no crops are being grown on it in 1935. 

10. A farmer rents a few additional acres from a neighbor. 
This year he decides he does not want the land. The owner who 
farmed the land is handling it all himself as he has no house for 
a tenant. The survey indicates one less tenant on the farm in 
1935. 

The total number of tenants involved in apparent violations 
of the cotton contract amounted to only 1.5 per cent of the tenants 
on relief rolls. It was also found that the number of tenants and 
former tenants from farms formerly covered by cotton contracts 
made up only 8.2 per cent of the total relief cases in the 52 
counties. Only 32.6 per cent of the tenants on relief rolls in these 
counties were from farms upon which cotton contracts had been 
signed. 

The study shows definitely that there has been no wholesale 
displacement and change in status of tenants, and that the cotton 
program has not forced a large per cent of tenants on to the relief 
rolls. 

Farm schedules filled out on the farms on which there were 
apparent violations of the landlord-tenant provisions of the cot- 
ton contract show that there has been a slight decrease in cash 
tenants, a larger decrease in share-croppers, a slight increase in 
share tenants, a considerable increase in farm laborers, and a 
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slight increase of other families on these farms. In 1935 there 
were more families on these farms than in 1932, but fewer than in 
1933 or 1934. The number for each year was as follows: 1932, 
2,732; 1933, 3,013; 1934, 2,987; 1935, 2,876. 

Each tenant interviewed was asked to give his reason for being 
on relief. The largest number, 28.4 per cent, gave ‘‘financial 
difficulties’’ as their reason. Practically the same number, 28.1 
per cent, gave ‘‘crop failure.’’ Most of this number were located 
in the drought-stricken territory. ‘‘Unemployment’’ was given 
by 14.4 per cent; ‘‘sickness and physical disability’’ by 9.3 per 
cent; ‘‘inability to rent a farm’’ was given by 3.7 per cent; ‘‘loss 
by fires, ete.,’? by 2.8 per cent, and ‘‘insufficient working force’’ 
by 0.1 per cent. Miscellaneous reasons were given by 13.1 per cent. 
Only 0.1 per cent said they were on relief on account of the cotton 
adjustment program. In obtaining this information, survey em- 
ployees were instructed to allow each man to give his own answer, 
and not to influence him in any way. 

In filling out the farm schedules, landlords were asked to give 
their reasons for tenants from their farms being on relief. ‘‘Crop 
failure’’ was given by 21.4 per cent; ‘‘financial difficulties’’ by 
14.2 per cent; ‘‘unemployment’’ by 11.2 per cent; ‘‘inability to 
rent a farm’’ by 6.0 per cent. Other reasons given were ‘‘in- 
sufficient working force,’’ 4.1 per cent; ‘‘sickness and physical dis- 
ability,’’ 3.7 per cent; ‘‘fires or other emergency loss,’’ 0.9 per 
cent; ‘‘insufficient wages,’’ 0.6 per cent. Miscellaneous reasons 
were given by 37.9 per cent. These miscellaneous reasons in- 
cluded such things as ‘‘Tenants preferring to be on relief,’’ 
“Unwilling to work,’’ ‘‘Poor land,’’ and ‘‘Inefficient worker.’’ 
No landlord gave the cotton reduction program as the reason for 
tenants being on relief. 

From the answers given by the tenants on relief and by their 
landlords, there is no indication that relief rolls were increased 
by the cotton adjustment program. 

The foregoing figures apply only to the farms on which there 
were apparent violations of the landlord-tenant provisions of the 
cotton contract. A better idea of the changes in number and status 
of tenant families on farms covered by the cotton contract can 
be obtained from the farm schedules taken in the complete civil 
district survey made in 23 counties. In this survey, a schedule was 
filled out on every cotton contract farm in the district. This sur- 
vey shows that there was an increase in every type of tenant 
from 1932 to 1935, and an increase in total number of families 
in 1935 of 14.8 per cent over 1932. The total number in 1932 was 
6,382; in 1933, 6,888; in 1934, 6,863; and in 1935, 7,333. Cash 
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tenants increased from 417 to 571, share tenants from 1,411 to 
1,659, share-croppers from 3,960 to 4,155, farm laborers from 321 
to 622, and families not associated with cotton production from 
273 to 336. 

As the schedules taken from these 23 counties were a fair 
sample of cotton contract farms in the cotton belt, it will be seen 
that instead of a decrease there has been a steady increase in 
number of families on farms covered by the cotton contract. Also 
it will be seen that there has been no indication of an abnormal 
change in status of tenants on these farms. 

The study made by Hamilton of the North Carolina Experi- 
ment Station on ‘‘The Relation of the Agricultural Adjustment 
Program to Rural Relief Needs’’ shows a marked shift up the 
‘‘agricultural ladder’’ of farm laborers, croppers and renters 
under the agricultural adjustment program. The sample included 
every family in the selected areas in five counties—1,703 families 
altogether. 

Out of 185 farm laborers in 1934, only 142 were laborers in 
1935, 30 becoming croppers, 8 renters, and five owners. 

Of 400 croppers in 1934, 19 became laborers in 1935, 351 re- 
mained croppers, 18 became renters, four became owners, and 
eight obtained positions in non-farming occupations. 

Of 356 renters in 1934, eight became owners in 1935, and 19 
shifted down the ladder to cropper or laborer status. The renter 
group in the areas increased from 356 in 1934 to 374 in 1935. Of 
the laborer and cropper groups, 26 became renters as stated above. 

The study included 483 owners, of whom nine shifted down the 
ladder in 1935, this number being more than offset by 21 who 
shifted up to the status of owners. 

Compared with the above the shifts taking place between 1931 
and 1932 are of some interest. Of 202 farm laborers only 21 went 
up the ladder, 17 to become croppers and four to become renters. 
Of 380 croppers, 15 became renters and one an owner. Of 321 
renters four became owners in 1932. Of 472 owners, 12 became 
renters, thus, only 11 farmers became owners in 1932 as compared 
with 21 in 1935. 

The net cash and the gross incomes of all tenure groups of 
farmers covered by this study increased between 1932 and 1934. 
(See Table I.) 

It will be observed that the percentage of increase in income 
both net and gross was greater for croppers than for either owners 
or renters. Of course, the low incomes for all groups for both 
years is a fact worth noting. 

The study did not indicate that renters and croppers reduced 
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TaBLE I—ComPpaRISON oF CasH AND Gross INcoMES oF TENURE GROUPS 
(Hamilton’s study) 


Net cash incomes Gross incomes 


group er cen er cen 
1934 increase 1934 increase 


Croppers $293 119 $ 711 80 
Renters 209 391 87 786 76 
Owners 291 594 104 1009 64 


their acreages of cotton and tobacco more than did owners be- 
tween the years 1932 and 1935, but comparisons between other 
years are not yet available. (See Table II.) 

TaBLE II—Comparison OF ACREAGES OF COTTON AND ToBacco PLANTED BY 


DIFFERENT TENURE Groups, 1932 anp 1935 
(Hamilton’s study) 


Tenure group Acreage, 1932 Acreage, 1935 Per cent decrease 


Cotton: 
Cropper 16.1 11.7 27. 
Renter J 24.7 
Owner 5. 7 30.5 


Tobacco: 
Cropper 15.1 
Renter 10.7 
Owner 27.8 


The findings of this study as to the increase in the production 
of food and feed crops for farm use on the part of all tenure 
groups, but especially by laborers, croppers and renters, is borne 
out by the 1935 census reports by counties of the Southeastern 
states which indicate such a substantial increase in crops for 
farm use as to make it clearly impossible that owners alone could 
make such increases. 

Cash expenditures of croppers and owners for 1935 in this 
study are given as follows: 


AVERAGE EXPENDITURE PER FAMILY FOR: 


Doctor : 
Tenure Ferti- | sndhos-| Auto Furni- Farm 


group lizer pital ture wages 


Cropper $50 | $ 28 | $21 $18 $10 


Owner 75 152 33 13 $121 $68 


This study indicates that tenants and croppers as a rule did 
not suffer on account of the agricultural adjustment program. 
The conditions in the areas included are probably typical for a 
considerable part of the cotton and southern tobacco areas, but 
probably not for the irrigated and dry farming areas of the West. 


Conclusion 


Since the Agricultural Adjustment Act has been in effect, farm- 
ers seem to be quite generally agreed that it has been a con- 
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structive force. The improvement in the incomes of farmers and 
the fact that farmers are receiving a somewhat higher proportion 
of the total national income indicate that constructive forces are 
at work and among these agricultural adjustment must be re- 
garded as a major factor. Figures have been frequently quoted 
showing the great increase in shipments of manufactured articles 
from northern manufacturing states to southeastern agricultural 
states. These figures show general improvement in the purchas- 
ing power of farmers since the depth of the depression but it 
is not reasonable to believe that this improvement is confined 
to farm owners. While the nature of the data does not per- 
mit estimates as to the increased purchasing power of different 
tenure groups, it can hardly be said that the general improvement 
has passed by any group. Because of the base period method of 
arriving at allotments, it is inevitable that some individuals do 
not fare as well as others. This, however, is not a landlord-tenant 
problem. 

There can be little factual argument to show that any tenure 
group in that region where tenancy is most common is worse off 
today because of the Agricultural Adjustment program. This 
does not say, however, that the program has reached perfection. 
The writer believes that the 1934-35 cotton contract would have 
been better if it had carried a provision for the division of benefit 
payments between different tenure groups similar to the pro- 
vision later included in the proposed 1936-39 contract. Also the 
control program needs to include some method of taking in new 
growers and letting out others according to normal occurrence 
without impinging upon the allotments of regular contract sign- 
ers who are in position and have a desire to continue as full pro- 
duction as possible. 

In conclusion it may be stated that the trend toward tenancy 
in the United States is a problem deserving national action. It 
will not be sufficient merely to enable tenants to acquire farms 
through borrowing. Other national economic policies require 
overhauling, and new legislation enacted to the end that farmers 
may be enabled to retain possession of farms after they are 
acquired. The struggle for ‘‘Equality for Agriculture’’ is not in 
the last analysis merely a class struggle. 

Until some substitute can be developed for traditional types 
of ‘‘administered prices’’ in industry and for the maintenance 
of wage rates rather than employment, the principle of agricul- 
tural adjustment will perhaps stand ag a notable contribution 
of agriculture to national perpetuity. 
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RURAL ZONING: CONTROLLING LAND UTILIZATION 
UNDER THE POLICE POWER 


C. I. Henpricxson’ 
Bureau oF AGRICULTURAL ECONOMICS 


A new development in land utilization has been realized 
through the zoning of the cut-over counties of Wisconsin. The 
fact that 23 counties have adopted such regulations shows that 
the people of northern Wisconsin believe it to be to their advan- 
tage. The interest aroused throughout the country is an indica- 
tion that there are problems which rural zoning is hoped to be 
helpful in solving. Since zoning for strictly rural purposes has 
been in use for such a comparatively short time, no actual judg- 
ment of its effectiveness or its limitations can be drawn. City 
experience offers some parallels, but, since the conditions are 
sufficiently different as to prohibit a conclusive judgment on its 
application to rural conditions, it will not be considered here. 
This paper will deal with some considerations which it is felt 
should be examined by those contemplating rural zoning. 

The present depression and the drought of the past few years 
have made people throughout the country conscious of problems 
associated with the utilization of land: erosion, so-called sub- 
marginal land, taxation and tax delinquency, isolated settlement, 
tenancy, etc. The solution of these problems is in no small 
measure dependent upon the solution of other economic problems 
affecting society. These problems are the results of either the 
presence of institutions which interfere with the functioning of 
the economic activities of individuals and groups or the lack of 
other institutions to facilitate the functioning of these activities.’ 
If this is true, the solution of these problems is not to be found 
in the engineering type of planning which deals with the relation 
of natural forces to each other or of man to these forces, but the 
remedy lies in the modification of the institutions governing the 
relationships between men. Stated in the words of Wesley C. 
Mitchell, the basic problem is ‘‘the problem of developing an 
economic organization that will enable the citizens of a modern 
state to buy from one another what modern industrial methods 
enable them to produce.’ Until substantial changes have been 
made in the institutions affecting the important industrial activi- 


1This paper was read at the Twenty —_ Annual Meeting of the American Farm Economic 
Association at New York, December 27, 1935. 
Columbia University Commission, Reconstruction, page 96. 
* Report of the Columbia University Commission, Economic Reconstruction, page 86. 
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ties, a degree of futility will be evident in all attempts to solve the 
problems of land use. 

Many institutions affect the utilization of land. Among these 
private property is the most important. Problems in land utiliza- 
tion will be solved by changes in, or the development of, a number 
of institutions and not by the application of any one institution 
to all the problems. This paper will consider only the exercise of 
the police power in effecting changes of land-use. 

Zoning ordinances are not the only land-use regulations which 
have been or can be enacted under the police power. As the ques- 
tions of how to apply land-use regulations under zoning are not 
essentially different from those which would arise under any use 
of the police power, these questions will be considered for all 
police power regulations. The questions involved are political, 
legal, and economic. 

Some of the statements made here will appear obvious, per- 
haps, but they are set forth because there appears to be a 
tendency to attempt to use the police power without becoming 
familiar with it, and the successful use of any institution requires 
a knowledge of what it is. The police power is, it is true, a rather 
vague concept. Chief Justice Shaw of the Supreme Judicial Court 
of Massachusetts stated: ‘‘It is much easier to perceive and 
realize the existence and sources of this power, than to mark its 
boundaries, or prescribe limits to its existence.’’* The police 
power is one of the powers of government under which the state 
exercises control over the individual. It is the power to make 
regulations for the protection of the health and morals of the 
people and to promote their safety, convenience, and general 
welfare. Justice Holmes expressed the concept by stating that: 

. the police power extends to all the great public needs. It 
may be put forth in aid of what is sanctioned by usage, or held 
by the prevailing morality or strong and preponderant opinion 
to be greatly and immediately necessary to the public welfare.’” 

Broad as the police power is, it does have limits. Under our 
form of government the courts determine the limits or the 
boundaries of this power by interpreting the federal and state 
constitutions. The general political and economic philosophy pre- 
vailing at the adoption of the Constitution was to place as little 
control as possible over individual action, whether by the state, 
an association, or an organization. It was, however, always 
realized that some control was necessary. The constitutions were 


*Commonwealth v. Alger, 1851, 61 (7 Satins). . 53, 85. 
5 Noble State Bank v. Haskell, 1911, 219 U.S. 111. 
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framed to limit this control to insure the maximum of liberty for 
the individual. 

The police power can be used only to promote a public purpose 
or to confer a general benefit on all the people and not a special 
benefit on a group or an individual. In its exercise there must 
be a substantial relation to the public health, morals, safety, 
convenience, and general welfare. The courts limit the exercise 
of the police power in the determination of what has a bearing 
on these desirable ends and whether the laws or regulations en- 
acted do promote these ends. Both courts and conditions change, 
and as a result the sphere of the police power changes. It may be 
true that ‘‘the meaning of constitutional guarantees never 
varies,’’ but ‘‘the scope of their application must expand or con- 
tract to meet new and different conditions which are constantly 
coming within the field of their operation. In a changing world 
itis impossible that it should be otherwise.’” As a result, things 
which have never before been regulated are now being regulated. 

The exercise of the police power with respect to health, safety, 
and morals, especially as these affect the general public, is ac- 
cepted as natural and desirable by everyone. The universal 
acceptance of traffic regulations is an instance of this. When the 
police power is invoked for the convenience and general welfare 
in matters which are not in the realm of health or safety, differ- 
ences of opinion arise. The courts hold that regulation may be 
established for the convenience and the general welfare and have 
held many laws and many actions valid which have no direct rela- 
tion to either health or safety. It is true that they prefer to find 
some relationship between the use of the police power and health 
and safety, if possible, but they do hold regulations valid even 
where a direct relation between them is not shown. 

A brief examination of some of the statutes and ordinances 
which have been upheld under the police power, especially those 
directly or closely related to the use of land, will give a better 
idea of what the courts have considered as coming within the 
police power and of the possibility of its use as applied to land. 
These police power regulations limit the rights of private 
property in land. This may be by limiting what may be done'with 
the land or by requiring some specific thing to be done on it. 

Weed laws, enacted as early as 1847, are now in force gener- 
ally throughout the states. Such laws requiring the destruction of 
noxious weeds are upheld by the courts. Various plant quaran- 
tine laws and regulations are of particular interest because they 


® Village of Euclid v. Amber Realty Co., 1926, 272 U.S. 365, 387. 
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prohibit the planting or even compel the destruction of certain 
plants. These laws date back at least to 1869. Among them are 
laws affecting cedar trees. In the Plains region cedar trees are 
used as windbreaks around farmsteads. Laws that require the 
destruction of these cedar trees obviously limit the use of land, 
and the landowners suffer economic losses when the trees are 
destroyed—losses for which they are not compensated. In a case 
arising under a Nebraska law requiring the destruction of cedar 
trees within two miles of an orchard of 1,000 trees, the late Judge 
Kenyon, in holding this law valid, said: ‘‘ As the defendants point 
out, we have in the instant case something in the nature of rural 
zoning.’” This is the first reference to ‘‘rural zoning’’ ever made 
by a court. 

Laws compelling landowners to have their land drained are 
upheld as valid uses of the police power. Such laws quite defi- 
nitely affect the use of the land. The experience of the last few 
years shows that it has not always been to the benefit of the 
landowner. Such laws have been in force since the middle of the 
last century. 

‘‘Hence laws’’ or ‘‘stock laws’’ requiring farmers to provide 
fences either to keep their livestock in or to protect their crops 
from livestock damage are very common. Some states have laws 
permitting districts to be formed and fences to be built by the 
district, and the landowners are compelled to build or pay the 
cost of building the fences. 

Even more interesting illustrations of the police power are 
laws found in the range states affecting the grazing of cattle and 
sheep. In 1875 Idaho, as a territory, enacted a law prohibiting the 
grazing of sheep within two miles of a dwelling. This law applied 
to two counties, later the number was increased, and finally it was 
made state-wide. The purpose of this law was to protect the 
settler and encourage settlement by reserving the use of the 
public domain for cattle grazing around the settler’s home. The 
Federal Supreme Court upheld this law as a valid use of the 
state police power, even though it was attacked as a violation of 
the Fourteenth Amendment and of federal statutes affecting the 
disposition of the public domain. The Court held that the encour- 
agement given to settlers by this law was a use of the police 
power for the general welfare. There was no discussion or justifi- 
cation on the basis of health, safety, or even morals. Idaho also 
enacted a law prohibiting the grazing of sheep on range previ- 
ously occupied by cattle. A case arising under this law was taken 


™Upton v. Felton, 1932. 4 Fed. Supp. 585, 589. 
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to the Supreme Court, and the law was upheld as a valid use of 
the police power. 

A similar law was enacted by Nevada prohibiting the watering 
of more than 50 head of livestock at a water hole for two or more 
days within three miles of another water hole. These laws also 
affected the use of the public domain. 

A number of laws affecting the utilization of land were enacted 
as a result of the conservation movement which began about 
1890. These provided for the removal of brush and slash, the 
patrolling of forests, the maintenance of seed trees, and the pro- 
hibition of the waste of water, gas, or oil. The last few years have 
seen the enactment of many such laws. The justices of the 
Supreme Court of Maine, in an opinion to the state legislature, 
commented favorably on a conservation bill which proposed to 
restrict and regulate the cutting of trees, stating: ‘‘. . . we do not 
think the proposed legislation would operate to ‘take’ private 
property within the inhibition of the constitution. While it might 
restrict the owner of wild and uncultivated lands in his use of 
them, might delay his taking some of the product, might defer his 
anticipated profits, and even thereby might cause him some loss 
of profit, it would nevertheless leave him his lands, their product, 
and increase untouched, and without diminution of title, estate, 
or quantity. He would still have large measure of control and 
large opportunity to realize values. He might suffer delay, but 
not deprivation.’”® 

The coming of the corn borer has occasioned laws which affect 
the use of the land and prescribe the methods employed in its 
cultivation. 

Another law of interest in the regulation of land use both 
because of what it regulates and its early date, 1883, was an 
ordinance enacted in South Carolina limiting the quantity of 
land any one family may cultivate. The village of Summerville 
enacted an ordinance prohibiting the culture of rice and limiting 
the maximum quantity of land which may be fertilized, planted, 
or cultivated to one-eighth acre regardless of the amount of land 
owned. This ordinance was upheld by the State Supreme Court 
as a valid use of the police power. 

This review of laws and ordinances which have been held to 
come within the police power shows that many uses of land can 
be regulated for the public health, safety, morals, and the general 
welfare. 

The relation of the police power to private property is 


8 Opinion of the Justices. 1908, 103 Me. 506, 69 Atl. 627, 629, 19 L.R.A. (N.S.) 442. 


in 
re 
re 

d, 

e 

ur 
re 

t 
al 

e 

e 

e 


482 C. I. Hendrickson 


summed up by Justice Roberts in the Nebbia case as follows: 
‘‘The court has repeatedly sustained curtailment of enjoyment 
of private property, in the public interest. The owner’s rights 
may be subordinated to the needs of other private owners whose 
pursuits are vital to the paramount interests of the community. 
The state may control the use of property in various ways; may 
prohibit advertising billboards except of a prescribed size and 
location, or their use for certain kinds of advertising; may in 
certain circumstances authorize encroachments by party walls in 
cities ; may fix the height of buildings, the character of materials, 
and methods of construction, the adjoining area which must be 
left open, and may exclude from residential sections offensive 
trades, industries and structures likely injuriously to affect the 
public health or safety; or may establish zones within which 
certain types of buildings or businesses are permitted and others 
excluded. And although the Fourteenth Amendment extends pro- 
tection to aliens as well as citizens, a state may for adequate 
reasons of policy exclude aliens altogether from the use and 
occupancy of land.’” 

Further on he says: ‘‘ The Constitution does not guarantee the 
unrestricted privilege to engage in a business or to conduct it 
as one pleases. Certain kinds of business may be prohibited; and 
the right to conduct a business, or to pursue a calling, may be 
conditioned. Regulation of a business to prevent waste of the 
state’s resources may be justified. And statutes prescribing the 
terms upon which those conducting certain businesses may con- 
tract, or imposing terms if they do enter into agreements, are 
within the state’s competency.’” 

It seems clear that the use of land may be regulated rather 
extensively. Yet no one would suggest that a state legislature 
could pass a law which would regulate the use of land in every 
detail or prohibit the use of land for all purposes. To regulate 
the use of land the regulations must have as their purpose the 
promotion of the health, safety, morals, convenience, and general 
welfare. It must be realized that the legal justification for police 
power measures and the motives for their enactments are not 
necessarily the same. Justification may be found in the relation- 
ship of certain regulations to the public health when the motive 
behind the enactment may be largely if not wholly an economic 
one. Any number of illustrations of this will come to mind. Both 
the justification and the motive for police power measures must 
be kept in mind if the use of the police power is to be successful. 


® Nebbia v. New York, 1934, 291 U.S. 502, 525, 527. 
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One of the functions of the agricultural economist and other 
agricultural scientists and technicians with respect to land-use 
regulations is to secure the evidence of the relationship between 
the rules or regulations proposed and the purposes for which 
the police power may be used and to present this to the courts. 
The courts will rely on this expert testimony in determining 
the validity of the particular law or ordinance under considera- 
tion. The justification of land-use regulations in rural areas will 
be based on the promotion of general welfare rather than upon 
health, safety, and morals. Regulations for the control of erosion 
will find their main legal support in the conservation of the soil 
as a natural resource, thus preserving the food supply. The 
effect of dust storms on the public health would not be ignored 
by the court. Grounds for the belief that soil erosion regulations 
may be thus upheld, are based on the fact that laws governing 
plant and animal pests and plant diseases have been sanctioned 
because they protect the food supply. The reduction in the cost of 
roads, schools, relief, and other governmental services to be 
secured by the prevention of isolated settlement will be the 
primary justification for land-use regulations in poor land areas. 
This idea is expressed in the Euclid Village Case where the 
Supreme Court quoted the Supreme Court of Louisiana: 

‘¢¢Tn the first place, the exclusion of business establishments 
from residence districts might enable the municipal government 
to give better police protection. Patrolmen’s beats are larger, 
and therefore, fewer, in residence neighborhoods than in busi- 
ness neighborhoods. A place of business in a residence neigh- 
borhood furnishes an excuse for any criminal to go into the 
neighborhood, where, otherwise, a stranger would be under the 
ban of suspicion. Besides, open shops invite loiterers and idlers 
to congregate; and the places of such congregations need police 
protection. In the second place, the zoning of a city into residence 
districts and commercial districts is a matter of economy in 
street paving. Heavy trucks, hauling freight to and from places 
of business in residence districts, require the city to maintain the 
same costly pavement in such districts that is required for busi- 
ness districts ; whereas, in the residence districts, where business 
establishments are excluded, a cheaper pavement serves the 
purpose.... 

‘*¢ Aside from considerations of economic administration, in 
the matter of police and fire protection, street paving, etc., any 
business establishment is likely to be a genuine nuisance in a 
neighborhood of residences. Places of business are noisy; they 
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are apt to be disturbing at night; some of them are malodorous; 
some are unsightly; some are apt to breed rats, mice, roaches, 
flies, ants, etc... .’ 

The desirability of compact settlement, the prevention of areas 
of low living standards, and the promotion of more desirable 
communities through limitation of settlement to the better land 
would not be ignored by the courts. In city zoning they consider 
the more intangible benefits which arise from the prevention of 
slums and the promotion of more desirable residence districts. 

The public today accepts without question health, safety, and 
city zoning regulations. The first reaction, however, to measures 
for the control of rwral land use is often unfavorable. Zoning in 
cities developed to preserve property values rather than to pro- 
mote the public health, safety, or the intangible general welfare. 
The difficulties in city zoning arise where property values are 
based upon over-optimistice hopes of what is considered potential 
business property and where residence values have begun to 
decline. The protection of property values will not be a very 
compelling motive in securing the adoption of rural land-use 
regulations. Even though rural zoning may affect land income 
and land values positively in some instances, this effect may 
not be evident. The probability is that rural zoning will have 
no effect, or a negative effect, upon land income and land values. 
With effective regulations to control soil erosion, income may 
be adversely affected for the immediate future at least, although 
the land owner may gain in the long run. The inducement in 
zoning the Wisconsin counties has been the prospective reduction 
in the tax burden. It will require research and effective exten- 
sion work to point out the benefits of land-use regulations in 
order to secure the adoption of zoning or other regulations. This 
is one of the tasks for the economist, soil scientist, and other 
specialists in a land program. 

The courts may say that the regulation of the use of land to 
prevent settlement on poor land, to protect the land from erosion, 
to save roadsides from being littered with filling stations, lunch 
stands, signs and billboards has a substantial relation to the 
general welfare and still hold the law or ordinance invalid. Not 
only must a law or an ordinance pertain to a subject which comes 
within the sphere of the police power, but also it must be reason- 
able and not discriminatory. Reasonableness is a most difficult 
legal question in the use of the police power. The courts have 
retained for themselves the decision as to the reasonableness of 


10 Village of Euclid v. Ambler Realty Co., 1926, 272 U.S. 365, 393. 
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such measures. Whether a particular law or ordinance promotes 
the general welfare sufficiently to offset the limitation imposed 
upon the personal freedom and the use of property of the indi- 
viduals affected is not susceptible of accurate determination. 
It is rather a matter of opinion, and the rendering of this opinion 
is the province of the courts. 

The reasonableness of a measure depends upon both the ob- 
ject for which it is enacted and the means by which the objective 
is to be realized. A measure requiring the destruction of a wooden 
structure in a residence neighborhood to protect the neighbor- 
hood from the danger of fire or disease might be considered 
reasonable while the destruction of the same building in the 
open country to prevent it from being occupied by a squatter 
might not be upheld. Quoting again from the Nebbia case: 

. the law shall not be unreasonable, arbitrary or capricious 
and the means selected shall have a real and substantial re- 
lation to the object sought to be attained ... a regulation valid 
for one sort of business, or in given circumstances, may be 
invalid for another sort, or for the same business under other 
circumstances, because the reasonableness of each regulation 
depends upon the relevant facts.’’™ 

Except in instances of extreme necessity, regulations under 
the police power cannot result in appropriation of property,” nor 
can the regulation extend to the point where the owner is left the 
bare physical possession without the right of profitable use.” 
Regulations will impair the value of the property affected, and if 
the reduction is too great, the courts will hold the measure to be 
a taking of property rather than a mere regulation of it. Profes- 
sor Freund has stated: ‘‘The difference between regulation and 
taking must therefore in many cases be one of degree.’’* 

The same view is expressed by Justice Holmes when he said: 
“Government hardly could go on if to some extent values inci- 
dent to property could not be diminished without paying for 
every such change in the general law. As long recognized, some 
values are enjoyed under an implied limitation and must yield to 
the police power. But obviously the implied limitation must have 
its limits, or the contract and due process clauses are gone. One 
fact for consideration in determining such limits is the extent of 
the diminution. When it reaches a certain magnitude, in most if 
not in all cases there must be an exercise of eminent domain and 


1 Nebbia v. New York, 1933, 292 U.S. 502, 525. 


2 Freund, Ernst, Police Power, p. 547. 
Ibid., p. 549. 
“ Ibid., p. 549. 


486 C. I. Hendrickson 


compensation to sustain the act. So the question depends upon 
the particular facts. The greatest weight is given to the judg- 
ment of the legislature, but it always is open to interested parties 
to contend that the legislature has gone beyond its constitutional 
power.’’*® 

A question closely allied to reasonableness is that of compen- 
sation. Normally no compensation is given for any impairment 
of value due to the exercise of the police power. However in the 
eradication of tuberculosis in cattle, partial compensation has 
been provided. This was not legally necessary, but Congress and 
the state legislatures undoubtedly deemed such a procedure more 
equitable than eradication without compensation. Compensation 
is provided in England when the use of property is restricted 
under zoning regulations. Virginia and West Virginia provide 
for compensation under their cedar rust laws. 

Measures controlling tuberculosis in cattle would probably 
have been very slow in being adopted without the feature of par- 
tial compensation. It may be that this same feature will be re- 
quired to secure the adoption of land-use regulations under many 
conditions, but the desirability of such a course is one that should 
be fully considered before it is adopted. Two economic questions 
that need much study if such a course is adopted are: When 
should compensation be made? and How should the amount of 
compensation be determined? 

One means of making regulations reasonable is to provide 
boards of appeal. Through such boards, an individual whose prop- 
erty rights are affected has the opportunity to present his case 
and to show wherein the regulations affect him unreasonably. 
This eliminates the possibility of such a regulation being an ar- 
bitrary fiat. 

Chief Justice Taft stated: ‘‘Our whole system of law is pre- 
dicted on the general, fundamental principle of equality of ap- 
plication of the law .. .’’ and that the Fourteenth Amendment 
‘‘sought an equality of treatment of all persons.’’® This general 
principle of law may appear axiomatic. However, a zoning en- 
abling bill introduced into a state legislature contained a provi- 
sion that a resident of a non-agricultural district who derived his 
income wholly or mainly from agriculture would forfeit, at the 
end of a year, any right to have school facilities provided for his 
children. The intention obviously was to force anyone engaged 
in farming from the district. Such a provision was not only un- 


15 Pa. Coal Co. v. Mahon, 260 U.S. 393, 413. 
16 Truax v. Corrigan, 1921, 257 U.S. 312, 332, 333. 
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reasonable, but also discriminatory in that it singled out persons 
securing their income from farming. This illustration of a glar- 
ing defect in a bill is important in showing that it is undesirable 
to have a bill drafted by amateurs. 

A more important reason for considering this proposition of 
equal treatment under the law is that there is nothing so discrim- 
inatory as applying the same treatment to unlike persons or 
things. The law permits classification as a means of preventing 
this form of discrimination. The complex nature and wide varia- 
tion in what the economist considers as land make it necessary 
to classify land in order to adapt the regulations to the varied 
land situations. Land classification is to be considered as a means 
to an end, not as a cure-all for national land problems nor as the 
sum total of ‘‘land economics.’’ 

To be valid, a land classification should be based on those 
characteristics of land—physical, biological, and economic— 
which are significant for the purpose at hand, but not on every 
minute characteristic. It is undoubtedly better to err by having 
too much, rather than too little, information in order to eliminate 
the risk of omitting some characteristic that is important, but 
a wholesale inventory is no guarantee of a sound land classifica- 
tion unless the basis of judgment is one of bulk. The economist 
and other scientists can perform a service by determining the 
characteristics of land which in different situations, are import- 
ant in indicating what is a desirable utilization of the land. 

The city planner stresses the importance of a comprehensive 
plan as a basis for sound zoning. The importance of this lies in 
the fact that zoning regulations, and this will be true of all 
regulations applied to land including those for erosion control, 
will be less discriminatory if they are based on a plan and if they 
cover the whole of the political unit for which the regulations are 
adopted. If based on a plan, the important facts in the situation, 
relative both to the present and to the future, are more likely 
to be considered. If comprehensive, it is more likely that every 
tract of land having like characteristics, so far as the purpose 
at hand is concerned, has been given equal treatment. 

Except for those matters in which the power to legislate has 
been granted to the Federal Government, the police power 
resides in the state. The enactment of police power measures 
is a function of the state legislature which may delegate it to the 
legislative bodies of political subdivisions, but to neither state 
nor local administrative bodies. The delegation of this power 
is the purpose of zoning enabling legislations and similar laws. 
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An administrative body may formulate regulations to be pre- 
sented to the legislature or to a subordinate legislative body for 
whatever action that body desires to take in the matter. This is 
the function of planning commissions in city zoning. An adminis- 
trative board can, within the standard set up by the legislative 
body, determine whether or not the regulations apply in given 
instances. Likewise, under the doctrine of the separation of 
powers the judiciary cannot adopt police power measures. 

In a bill introduced into one legislature it was proposed that 
two administrative boards should prepare zoning ordinances 
to be submitted to the county board—not for consideration, but 
for adoption. The language was such that the county board could 
neither amend nor reject. If this could have been done, the 
county board would have become, in fact, a ‘‘rubber-stamp’’ 
legislative body, and its proper function with respect to zoning 
would have been performed by the two administrative boards. 
A further provision was to the effect that, if the two boards 
could not agree, the county judge should have the final decision 
on the disputed issue, thus bringing in the judiciary on a legis- 
lative matter. 

It is true that in some states the county judge is a member 
of the county legislative body. He acts here in his legislative 
capacity rather than in his judicial capacity. The Texas Soil 
Conservation Law provides that the county judge shall be a 
member of the governing board of the Conservation District. 

Much consideration is being given to the function of state 
and local governments with respect to almost every phase of 
their activities. Some assume that modern transportation has 
eliminated the need for local units of government; some even 
go so far as to believe that the need for our states has been 
eliminated; others are not so certain. However, the state and 
local governments are likely to be here for some time. It is 
natural that there should be differences of opinion with respect 
to the function of the state and local units of government in 
zoning or in other forms of land-use regulations. One criticism 
of county zoning is that there will be a lack of uniformity between 
counties. Land-use problems are not limited by artificial political 
boundaries. It is true that the land on one side of a county 
boundary is, unless the boundary is a distinct natural boundary, 
quite like that on the other side. This question of the unit depends 
upon the problems which the regulations are intended to solve. 
If the purpose of a zoning ordinance is to prevent the high cost 
of local government, that problem is rather definitely’ affected 
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by local political boundaries. If the purpose is to control soil 
erosion, then in many instances, the unit within which regula- 
tions are to apply will not be coterminous with the county or 
counties. 

Another criticism is that county boards and county officials 
are more likely to be subject to local pressure than state officials. 
This is true especially in the enforcement of the regulations. Lax 
enforcement and willingness to change the regulations when a 
little pressure is applied by local landowners would easily nullify 
the good effect the regulations might have. Closely allied to this 
criticism is the one that the counties do not have the expert 
knowledge necessary to determine ‘‘scientifically’’ the ‘‘best’’ 
use of land and what must be done to realize this ‘‘best’’ use of 
land. This will be considered later. 

There are other factors which do not eliminate the desirability 
of some state participation in the adoption and enforcement of 
land-use regulations but definitely show the necessity for local 
participation. The wide diversity of conditions affecting the use 
of land within the state would make it difficult to develop a 
state-wide classification of land, except in very broad classes or 
based upon few characteristics. An evidence of this is seen in 
the wide variety of soil types within any state. When it is con- 
sidered that in soil classification only a relatively small number 
of physical characteristics are considered, it should be quite 
evident that any classification based on a larger number of 
physical and economic characteristics covering a whole state 
would be very complex. It follows from this that a local classifica- 
tion would be much better adapted to local conditions than a 
state-wide classification. As a result, the regulations for land-use 
would be adapted to the many varying conditions and would, 
therefore, be more reasonable and less apt to be discriminatory. 

The most important reason for local action is that such a 
procedure is more democratic. The very criticism of local influ- 
ence on county boards and county officials may be cited in sup- 
port of this. And in spite of that criticism, it is to be hoped that 
collective control in agriculture may continue to be subject to 
the democratic process and that a more democratic procedure for 
collective control may be developed in industry. It may be desir- 
able to have referenda on the regulations; the least that should 
be done is to present the regulations in hearings at times and 
places available to all those to be affected. The hearings should 
be conducted so that all may be thoroughly familiar with the 
regulations, be able to criticize, and feel free to offer suggestions 
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for changes. Such hearings will make it possible for the county 
board or other local legislative body to know whether or not it has 
the support of the people to be affected. Enforcement of land-use 
regulations will be futile without support which can be secured 
only through a democratic procedure. 

The opinion may be advanced that, if the land-use regulations 
are to be adopted and administered by the county or local unit, 
there is no place in the program for state agencies. On the con- 
trary, there is a need for state agencies to determine when and 
for what purpose the private use of land shall be controlled, to 
carry on research, and to develop plans for improving the utiliza- 
tion of land. When it has been determined that land-use regula- 
tions are desirable, it will be necessary for the state planning 
board, state experiment station, state agricultural college, or 
other interested agency to give an intellectual basis for support 
by the people of the state for an enabling act and thus facilitate 
enactment by the legislature. 

After such an enabling act is adopted, state agencies should 
provide the local units with technical assistance in classifying 
the land and in drawing up the kind of regulations which will 
accomplish the desired ends. The technical expert will be needed 
to determine the differences in land, the basis for the classification, 
what land should be in the several situations. The expert’s func- 
tion is limited to giving technical and scientific advice and not 
to determining legislative or administrative policies. It may be 
advantageous for the expert to consider the warning of J. A. 
Hobson, Economics and Welfare, p. 40, when he states: ‘‘The 
organized expertive has notorious dangers. The expert is at once 
conservative and aggressive. Defense of the specialty that he 
has made his property causes him to be conservative. The ten- 
dency to magnify his office and extend his rule makes him aggres- 
sive. In political officialism we find the same double trend, con- 
servatism in the ritual of bureaucracy, with a tendency to usurp 
powers of legislation and administration.’’ 

In addition to furnishing technical assistance, it may be desir- 
able to give a state agency a part in drawing up the regulations. 
These could be submitted to a state agency for approval before 
being passed by the local legislative body. The enabling law 
might stipulate that the local legislature could pass regulations 
not approved by such a body only by a two-thirds or a three- 
fourths majority vote. This would be in line with a similar pro- 
cedure in city zoning and planning requiring the approval of 
planning bodies or, if approval is not given, the legislative body 
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ean enact the ordinance only with more than a majority vote. 
It would, however, leave the final adoption of the regulations to 
the local legislature and permit amendment if that body so 
desired. This provision would not give the administrative board 
legislative power, it would simply act as a restriction imposed by 
the state legislature upon the local body. 

The Michigan County Zoning Enabling Act has a provision 
requiring that the board of adjustment be composed of an equal 
number of state and county planning board members. Some such 
provision for membership in, or appointment of members to, the 
board of adjustment by a state agency may be desirable. It would 
tend to prevent too great a relaxation in the provisions of the 
ordinances. It might also be desirable to provide that some state 
administrative agency have the power to enforce the provisions 
of the ordinance when the local officials fail to do so. 

Zoning may be quite worth while as a part of a land program, 
but it is more negative and limiting than positive and construc- 
tive and more a prevention than a cure. Other programs are 
needed in order to effect cures and promote more desirable uses 
of land. In order that too great a burden may not be inflicted 
upon any individual, it is considered desirable to permit non- 
conforming uses. This provision prevents zoning from putting 
poor land already in use out of cultivation and from removing 
the isolated settler. The land purchase program is one which 
makes possible the removal of the isolated settler and of families 
from poor farm land and the placing of the land so purchased 
into stable ownership and use. Laws may also be necessary to 
encourage and make possible improved utilization of the land by 
private owners. Adjusting the system of taxation to the use of 
the land may offer one means of encouraging stable ownership 
and better utilization. 

Changes are probably needed in policies of state aid for roads 
and schools and in the control of local expenditures to secure the 
greatest benefit from zoning. In a community where a large part 
of the cost of schools and roads is borne by the state, the motive 
for zoning in order to reduce local expenditures will not be very 
strong. Then, too, the allotment of aid may be made on a basis 
which encourages the retention of old, or, it is said, even the 
addition of new roads and schools. A county or town may not be 
opposed to securing a few new settlers if, thereby, it may have 
an additional school bus route with the cost borne largely by 
non-resident taxpayers. State requirements may prevent the local 
unit from reducing costs and thus securing the benefits of zoning. 
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As an instance, the procedure for eliminating unnecessary roads 
or schools may be so difficult as to preclude any reduction. The 
alternatives are probably, as given in a report of the New Hamp- 
shire Tax Commission,” to provide a means by which the local 
people can control their local costs more effectively or to provide 
more funds from the state treasury. 

The most serious limitation to zoning or to any other program 
affecting poor land is the problem of affording other opportuni- 
ties for the people. A program to prevent settlement on such 
land or to remove farmers from it cannot become really effective 
as long as opportunities for families involved are limited. That 
poor land has been a refuge and the only opportunity that our 
economic system has offered hundreds of thousands of families 
is evident from the recent census of agriculture. Close to half 
of the increase in the number of farms of a total increase of a 
half million occurred in the very counties in which it was recom- 
mended that a considerable number of farms should be retired. 
When the proportion of increase, county by county, is compared 
with the proportion of the farms recommended for retirement, 
a remarkably high positive correlation is shown. 

Zoning and other land-use regulations, even with their limita- 
tions, will be found suitable as aids in the solution of many land 
problems and for controlling privately-owned land for the public 
good. It is only through a recognition of their limitations and 
of the legal and political requirements that they can be employed 
successfully. 


11 New Hampshire, Annual Report of the State Tax Commission, 1934, p. 13. 
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MIGRATION REQUIRED FOR BEST LAND USE* 
Busurop W. 


Bureau oF AGRICULTURAL EcoNoMICS 


The best use of agricultural land is that use which will yield 
a reasonable income to farmers and at the same time maintain 
soil fertility and control erosion. It is the goal of long-time agri- 
cultural adjustment. It is a goal much broader than that of 
changing the use of land at or below the margin for cultivation. 
By ‘‘land-use problem areas,’’ land economists ordinarily mean 
areas in which a significant proportion of the land should be 
retired from cultivation, or from agricultural use, because it 
cannot be expected to yield a decent income to farmers on 
account of either low productivity or unavoidable deterioration 
through erosion if kept in cultivation. But all land economists 
know that the broader problems of land use cannot be solved by 
centering attention on these problem areas. 

When farm prices are so low over a period of years that 
farmers cannot do other than exploit their soil resources, the 
use of land destined to remain in cultivation becomes an infi- 
nitely more important problem than that of marginal land as such. 
Moreover, the long-time level of farm income itself determines 
the margin. Hence it must be clear that whether we are attempt- 
ing to decide the fitness of land for agricultural use or the best 
use of land deemed suitable for agriculture, we must come to 
grips with the whole problem of prices and income. And this 
is no sooner said than we find ourselves considering how to 
adjust the population of America to its economic opportunities. 

In 1930 there was more man-power on farms than was needed 
then, or likely to be needed in the future, to produce agricultural 
products. Ready and able to provide the food and fiber for the 
“abundant life,’? our farm population was faced with the 
immediate problem of restricting output to demand at a reason- 
able price. Moreover, the long-time prospect included a station- 
ary population and improvements in agricultural technology. 
Truly, the outlook was for increasing pressure of the food supply 
against the population. 

Despite this outlook the farm population increased from 30.2 
million in 1930 to 32.8 million on January 1, 1935. Today, it is 
the largest in history—probably exceeding 33 million. None of 
this three million increase since 1930 is needed to produce domes- 


* Paper presented at the Twenty-sixth pena Meeting of the American Farm Economic 
Association at New York, December 27, 1935 
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tic and export requirements for farm produce. The entire 
increase is surplus and wasted man-power. It is on farms because 
of the failure of business to provide it with the opportunity to 
produce things the nation needs. For millions, a low level of 
living on farms is the only alternative to urban breadlines. How 
to provide this surplus population on farms and the unemployed 
in the cities with non-agricultural employment is the crucial 
question immediately confronting the country. Until it is 
answered, the material level of living for the nation will remain 
below what it otherwise would be. 

In the light of these considerations, it is appropriate now to 
return to what is meant by the best use of agricultural land. At 
the outset, it was defined as that use which would yield a reason- 
able income to farmers and at the same time maintain soil 
fertility and control erosion. But the definition itself contains an 
ambiguous term. What is meant by ‘‘reasonable income to farm- 
ers’’? Obviously, the term is relative; but one of the largest 
single issues determining its content is the question of whether 
or not commercial agriculture is to give way to a more self-suf- 
ficient type of farming. 

It is not possible to increase the proportion of our population 
engaged in full-time farming without permitting the additional 
farmers to produce something for sale; and they cannot produce 
something for sale without lowering the per capita income of 
farmers as a class. A smaller market for agricultural produce 
would be shared by a larger number of farmers. This would be 
the best use of our agricultural land only if no better alternative 
is available. During the depression, the nation has been com- 
pelled to ‘‘beat a retreat’’ in the march of economic progress; 
but until it is clear that it will be forced to continue the retreat 
over a long period of years, public policy should not include any 
program to increase the proportion of the population engaged in 
full-time farming. On the contrary, it should seek non-agricul- 
tural employment for the three million depression victims now 
‘‘dammed-up’’ on farms and returned to farms as refugees of 
the economic storm. 

In addition, there were at least two million people on farms 
in 1930 in the so-called ‘‘problem areas’’ who would have had to 
move, either to cities or to better farming areas, if a ‘‘sound 
land-use program’’ had been carried out. This number includes 
a half million in the Southern Appalachians, a million in the old 
cotton belt, and about a half million in the Great Plains and in 
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such smaller problem areas as the Ozark Plateaus and the Cut- 
over Region of the Great Lakes States. 

The United States Forest Service, in cooperation with the 
National Resources Board, recently estimated that if the land in 
farms in the Appalachian counties of eastern Kentucky were 
devoted to its best permanent use, the combined crop land and 
land not in woodland in 1930 would be reduced by 42.4 per cent. 
Since the average mountain farm has only about 15 acres of 
land in harvested crops compared with a national average 
almost four times as great, it is apparent that such a land-use 
program could not be put into effect unless at least one-third 
of the population of farms in 1930, or almost 128,000 people, 
could leave the land. For the Appalachian counties of West Vir- 
ginia, Kentucky, and Tennessee, the required reduction would 
be at least a quarter of a million, according to a recent analysis 
by the staff of the Study of Population Redistribution.* If the 
countries of the Blue Ridge and other portions of the Southern 
Appalachians are included, the total would probably exceed a 
half million. 

To change the size of farms in the old cotton belt so as to make 
possible the type of agriculture which would conserve the soil, 
would require the displacement of at least a million of the pre- 
depression farm population. This estimate is derived largely 
from the fact that out of a total land area of 254 million acres 
in the Southeast, 64 million acres are severely impoverished by 
soil erosion.? Since there were about one and a third million 
farms in the same area in 1930, a program for raising the level 
of living of people on these farms, and at the same time pre- 
venting further soil wastage, would require that the number of 
farms be reduced by at least 250,000—farms which are probably 
occupied by a million farm people. 

Both the Southern Appalachian and the old cotton belt are 
regions characterized by the high birth rates, excessively small 
farms, poor land, extreme poverty, and severe erosion. In 1930, 
the number of children in the United States under five years of 
age per thousand women 20 to 45 years old was 488, compared 
with a ratio of more than 800 for most of the Southern Appala- 
chian counties. Seventeen of the thirty-four Appalachian coun- 
ties in Kentucky had ratios in excess of one thousand, or more 


1For the details supporting this and other estimates included in this paper, see the forth- 
coming report of the Study of Population Redistribution, ‘Migration and Economic Opportunity” 
to be published shortly by the University of Pennsylvania Press, Philadelphia, Pa. 

2? Estimate by Rupert B. Vance. See “Migration and Economic Opportunity,” op. cit. 
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than double the national average. Marriage in these counties is 
clearly accompanied by excessive child bearing. Only 27 counties 
out of a total of 555 in six of the southern cotton states had ratios 
below the national average. Many of the counties in these two 
regions were in the lowest category of gross income per farm 
inhabitant in 1929. 

Outside the Southern Appalachian and the old cotton belt, the 
Great Plains is the problem area of greatest importance from the 
standpoint of population redistribution. According to an esti- 
mate made by C. W. Thornthwaite, 900,000 people would have to 
leave the region if it were converted completely to what he calls 
a ‘‘grazing economy where pasturing on the range is supple- 
mented by the raising of feed and forage crops in those areas 
which can be irrigated, and elsewhere on soils which are suf- 
ficiently resistant to deterioration by wind and water.’” Since 
the total population of the region in 1930 was two and a quarter 
million, this would mean a reduction of almost 40 per cent. The 
same writer concludes that the minimum reduction from the 1930 
population ‘‘consistent with a safe use of the land’’ would be 
about 400,000. Approximately 150,000 of this surplus has left 
the region since 1930, leaving a present surplus of about a quarter 
of a million. 

In the Cutover Region of the Great Lakes States, at least 
50,000 farm people should be moved from present locations to 
better land within the region. Two-thirds of this number were 
badly located prior to 1928, the remainder being added as a 
result of the depression. Rural poverty and isolated settlement 
prevail throughout the region, but there is little if any soil erosion. 
Isolated settlement has resulted in numerous examples of 
absurdly high costs for public services. A study in Minnesota 
shows that there are 5000 settlers in the Cutover Region of that 
state in need of relocation, and that these people could be so 
relocated as to effect an average annual saving in road and school 
costs of $100 per family. Since this estimated saving is equiva- 
lent to interest on an investment of $2000 at five per cent. it is 
suggested that the public could well afford to spend that amount 
per family promoting relocation.‘ 

One of the most impelling reasons for recommending migra- 
tion to the cities for the three million added to the farm popula- 
tion during the depression is the fact that a disproportionate 
share of them have been added to the populations of problem 


%See “Migration and Economic Opportunity,” op 


. cit. 
*O. B. Jesness and R. I. Nowell, Land Use in Northern Minnesota, University of Minnesota 
Press, Minneapolis, 1935, p. 267, 
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areas. A recent analysis of school census data of a representative 
group of states shows that nearly three-fourths of the total 
increase from 1930 to 1933 in school population of agricultural 
counties occurred in counties classified as the poorest half in 
each state, and 40 per cent took place in those defined as the poor- 
est quarter. Thus the greatest increases occurred where there 
was already an excessive pressure of population against an 
inadequate resource. Much of the land in the Southern Appala- 
chians and the old cotton belt has a slope so steep that it cannot 
be plowed without serious soil wastage, and an increasing farm 
population cannot maintain even the present low levels of living 
without cultivating these slopes. A progressive lowering of living 
standards is inevitable unless the migration of the depression 
period is reversed. 

The increases were greater in the poor land areas because 
birth rates are higher and land values are lower than in the 
better farming regions. The back-to-the-land migration, more- 
over, was to the same places from which large numbers had 
migrated to cities during the prosperous ’twenties. However 
much we might experiment with ‘‘repeatable demonstrations’’ 
of desirable land-use projects in these regions, the chronic dif- 
ficulties causing misuse of the land must be eliminated if the 
problem is to be dealt with adequately. This means that any pro- 
gram designed to prevent the use of poor land as a shock 
absorber for industrial unemployment will have to provide 
opportunities as good or better than that of attempting to eke 
out an existence by cultivating eroding hillsides or land so 
isolated as to cause excessive public expenditures for schools 
and roads. As previously noted, however, this would constitute 
only a partial solution of the land-use problems in the ‘‘ problem 
areas,’’ for the present surplus population in these areas con- 
sists of not only the increase that occurred since 1930 but also 
a significant portion of the 1930 population. 

Altogether, five million people, or 15 per cent of the present 
farm population, would have to move in order to promote what 
is here regarded as the best use of the land. Probably four 
million of this total are in the problem areas. Ideally, the entire 
migration should be toward the periphery of urban centers and 
non-agricultural employment should be made available. Practi- 
cally, it is reasonable to expect that business revival will absorb 
a part of this surplus. No one knows how large a part. It is a 


5 Goodrich, Allin, and Hayes, Study of Population Redistribution, “Migration and Planes 
of Living 1920-1934,’ University of Pennsylvania Press, Philadelphia, Pa., p. 76. 
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fact, however, that the recent improvement in business has 
greatly reduced the rate of increase in population on farms. If 
we could assume that further improvement in business would 
enable three million people now on farms to find non-farm em- 
ployment, it would still be necessary to move two million to 
better farms than they now operate. Through zoning, resettle- 
ment, and public purchase program this might be done gradually 
over a period of years, but only at the expense of existing com- 
mercial farmers. A large number of farmers cannot be moved 
from poor farms to better farms without increasing their pro- 
duction for sale. It is quite conceivable, though, that this might 
be the lesser of two evils. 

The entire five million could leave agriculture without causing 
a significant reduction in commercial farm output. The total vol- 
ume of production during the depression was less than the average 
for the five years from 1925 to 1929 when the farm population was 
three million less than at present; and about half of our farms 
produce only 10 per cent of the commercial output. The challenge 
to the ‘‘American System”’ is to provide this segment of our 
national man-power and the urban unemployed with an oppor- 
tunity to produce a decent living without reducing the income of 
commercial farmers, the overwhelming majority of whom are 
operating family farms. Farms larger than family size might 
well be subdivided to make room for more people without any 
appreciable increase in commercial production, but these possi- 
bilities seem to be distinctly limited. 

A program to take people off of submarginal lands and keep 
them off presupposes a national plane of living which is high 
enough to make it possible. It presupposes a system of social 
security and unemployment insurance which would make it unnec- 
essary to use such lands as shock absorbers for industrial unem- 
ployment. As a matter of fact, during the past two years these 
lands have actually absorbed much less of the shock then is 
generally realized. While the population on them increased 
greatly, relief expenditures for that population increased vastly 
more. Relief loads of many counties in the problem areas are 
among the largest in the country. Of the 29 counties in the United 
States that had more than 36 per cent of their population on 
relief in 1933-34, 23 of them are in poor land areas. 

The productive capacity of this nation is not so limited as to 
deny it the privilege of providing decent maintenance for the 
victims of its business cycles. Apparently, Federal relief policy 
is based on this assumption. Had the relief policy been niggardly, 


the 
burt 
pilit 
rea 
min 
cult 
of ¢ 
the 
of a 
I 
of : 
me 
two 
lan 
adj 
use 
far 
ob: 
duc 
mi, 
col 
ab 
nif 
the 
al 
we 
the 
p 
to 
m 
to 
Za 


Migration and Land Use 499 


the back-to-the-land movement undoubtedly would have been 
greater; and farmers would have borne a large share of the 
burden of unemployment relief. By assuming large responsi- 
bility for relief, the Federal government has established far- 
reaching precedent. Under it, the possibility exists for setting 
minimum standards of quality for land that should remain in 
cultivation. But to set such standards is to plan for the migration 
of approximately four million people from poor-land areas; and 
the migrants must have non-farm employment if the incomes 
of other farmers are to be maintained. 

In conclusion, however, it should be pointed out that vast 
improvements in land use can be effected without the movement 
of a single farm family. Production allotments and benefit pay- 
ments under the emergency adjustment programs of the past 
two years have already had important effects on agricultural 
land use. As the emergency adjustments evolve into long-time 
adjustments, allotment and benefit-payment devices could be 
used with increasing effectiveness as a means for improving 
farm management and conserving soil resources. The primary 
objective of the emergency program was to balance total pro- 
duction with market requirements. The permanent program 
might retain this objective and. at the same time promote soil 
conservation. If sufficient funds for benefit payments were avail- 
able, both of these objectives might be realized without any sig- 
nificant migration of the farm population. For many farms in 
the ‘‘problem areas,’’ however, the payments would have to be 
almost as large as present income. But this type of payment 
would be more equitable than wholesale migration to better farm 
land. Wasted man-power would be a public charge rather than 
the cause of a ‘‘share-the-market’’ program for farmers. As a 
public charge, it would serve as an inducement for statemanship 
to find non-farm employment which would be socially useful. It 
may yet be proved that the American economy can be organized 
to provide security without sacrificing the advantages of speciali- 
zation and division of labor. 


PLANNING LOCATION OF HARD ROADS 
AND ELECTRIC LINES’ 


T, E. LaMont 


CorNELL UNIVERSITY 


Practically every farm that will remain permanently in agri- 
culture in New York State should be served by hard roads, and 
by electric and telephone lines. The people in such areas should 
have good schools and rural health facilities. Credit and fire 
insurance should be available at relatively low rates. Following 
this policy the New York State College of Agriculture has pre- 


pared suggested road and electric problems as a part of land 
utilization studies. 


Classification of Land 


Before a road or electric program can be prepared the land 
that has been or will be abandoned must be separated from that 
which will remain permanently in agriculture. In New York 
this has been done by classifying the land according to intensity 
of use into seven land classes. The bases for arriving at intensity 
of use are (1) a land use map, showing the crops grown in each 
10-acre square, (2) a soil map, (3) topography, (4) elevation, 
(5) markets, and (6) a farm classification map, which shows the 
size and condition of farm buildings and the condition of rural 
residences. On this map each house outside of hamlets, villages 
and cities is located. This map is essential in preparing suggested 
road and electric programs. All of these factors, as well as the 
results of farm management research, are used in the classifica- 
tion of land. 


Definition of Land Classes 


The land outside of residential areas is classified into seven 
land classes which are defined as follows: 

Land class I is the least intensively used land. A large pro- 
portion of the land is idle or in woods, and a large proportion of 
the farms have already been abandoned. It is primarily adapted to 
forestry and recreational uses. 

Land class II is more intensively used than is land class I. 
Considerable farming is being done, but there is also consider- 
able idle land and a large number of abandoned farms. The size 
and condition of the buildings and the crops being grown indicate 


1This paper was read at the Twenty-sixth Annual Meeting of the American Farm Economic 
Association at New York, December 27, 1935. This paper is a brief summary of a mimeographed 
report entitled ‘‘Utilization and Classification of Land in New York State,” by T. E. LaMont and 
H, 8, Tyler. 
(500) 
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that, in general, the land is better adapted to forestry and 
recreational uses than to agriculture. 

Land in classes III to VII probably will remain permanently 
in agriculture. The higher the number, the more intensively the 
land is used. 

Land classes IR and IIR were mapped in Rensselear County 
which adjoins the cities of Albany and Troy. This is land that 
is agriculturally I and II, but for the most part cannot be pur- 
chased at a reforestation price because of its value for residential 
and private recreational purposes. 

Many people have stated that they think the best land should 
be called land class 1. The other order was used because the land 
is classified according to intensity of use; the higher the number 
the higher the intensity. Also as more intensively used land is 
found in the State it can be given a higher number. There is no 
chance of finding land less intensively used than land class I. In 
the first county, Tompkins, only land classes I to V were mapped. 
Since then land classes VI and VII have been added. Land class 
VI is the more intensive dairy areas of the State where cabbage, 
potatoes, or truck crops are combined with the dairy enterprise. 
Land class VII is areas of muck land that are under cultivation. 

This definition of land classes omits the word submarginal. 
Of course, the land is not submarginal for all purposes; land that 
is not suitable for agricultural purposes will grow trees, and is 
excellent for hunting and other recreational uses. Economists 
might well omit the word submarginal from their vocabularies, 
and define land by words that indicate the purpose for which it 
is useful. This makes a positive instead of a negative program. 


Land Use, Soils, and Buildings in Each Land Class 


More important than the definition of land classes are the data 
on the land use, soils and size and condition of buildings in each 
land class. These factors give more information than any defini- 
tion can give. The use of land is the result of a long period of 
experimentation by farmers in finding the most profitable use. 
About 79 per cent of land class I is idle or in woods; less than 
one per cent is used for intertilled crops (table 1). The higher 
the land class the higher the percentage in intertilled crops; in 
land class VII about 76 per cent was in these crops. 

More than 92 per cent of the soils in land classes I and II are 
classed as upland (table 2). Most of these soils are shallow, 
stony, poorly drained and low in fertility. In the higher land 
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classes a large percentage of the land consists of well-drained 
valley soils; these soils make up about three-fourths of land 
class VI. 

The size and condition of buildings in a region that has been 
settled many years is an indication of the productivity of the 


TABLE 1. Use or LAND In Eacu LANp Ciass, Countigs,* New York State 


Per cent of each land class in 


Land class Miscel- 


grains crops 


q 


NON 


Average I to VII 


c mm Chemung, Chenango, Genesee, Monroe, Montgomery, Rensselaer, Steuben, and Tompkins 
‘ounties. 

** Miscellaneous uses include farmsteads, roads, railroads, streams, cemeteries, recreational grounds, 
and any small residential areas not included in the residential land class. 


land and the returns from farming. In land class I about 53 per 
cent of the houses standing 30 years ago were gone or falling; 
an additional 8 per cent were vacant (table 3). In land class II, 
27 per cent were gone or falling and 6 per cent vacant. In the 
higher land classes a few houses were gone or falling because as 


2. Sort CoMPosiTION OF THE VARIOUS LAND Four Covunrtiss,* 
New York STATE 


Per cent of each land class composed of 


Land class Valley soils 


Intermediate Upland Miscellaneous 
Well- Imperfectly soils soils soils 
drained drain 


4 
4 
9 
8 
9 


Qe 
con 


Land classes 
I to VI 2.2 


w 


* Broome, Chemung, Chenango, and Tompkins Counties. 


agriculture becomes more efficient, so one man can handle more 
acres, fewer houses are needed. 

More than two-thirds of the occupied farms in land classes I 
and II were classed as poor and only 3 per cent as good (table 
4). In the higher land classes most of the farms were classed as 
good, very good, or excellent. 
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Total 
land 
I 79.1 10. 2 100.0 
II 49.3 19. 3 100.0 
Ill 26.5 25. 5 100.0 
IV 13.8 20. 7 100.0 — 
V 11.8 17. 7 100.0 ° 
VI 7.4 14. 11 100.0 
VII 17.3 3 100.0 
~~ 38.3 20. 5 100.0 
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Total 
I 1.9 0 0.7 100.0 Exec 
II 2.6 0 2.2 ‘6 100.0 Very 
Ill 10.1 2 5.0 ‘0 100.0 Goo 
IV 24.7 6 27.7 7 100.0 Fair 
V 52.5 9 12.4 ‘9 100.0 Poor 
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The land use, soils, and buildings are factors used in drawing 
the land class lines. The tabulation of these data only serve as 
a check that one classified the land as he thought he did. 

Factors that have been used as a check on the classification of 


TaBLE 3. PERCENTAGE OF HovusEes GONE OR FALLING AND PERCENTAGE VACANT 
IN Eacu Lanp Crass, Nine CountisEs,* New York STaTE 


Per cent gone Per cent 
Land class or falling vacant 


I 53 
II 27 
Ill 12 
IV 6 
5 


VI 6 


* Broome, Chemung, Chenango, Monroe, Montgomery, Rensselaer, Schuyler, Tioga, and Tompkins 
Counties. 


land inelude (1) labor income records, (2) losses on first mort- 
gage loans, (3) fire insurance losses, (4) unpaid taxes, and (5) 
assessed value of the land. The fire insurance losses in land 
class II were $4.90 per $1,000 as compared with $0.95 in land 
class V. Net losses on first mortgage loans from 1917 to 1930 
averaged 14.0 per cent of the amount loaned in land classes I 


and II but only 0.5 per cent of the amount loaned in land classes 
IV and V. 


TABLE 4. CLASSIFICATION OF OccuPpIED Farms 1n Eacu Lanp Cuass, NINE 
New York State 


Land class 


Class of farm 
VI 


Number of farms 


Excellent....... 77 
1,507 
364 


5,301 


Per cent 


1 
14 
85 
00 


1 


c t Broome, Chemung, Chenango, Monroe, Montgomery, Rensselaer, Schuyler, Tioga, and Tompkins 
ounties. 


* Less than 0.5 per cent. 


8 
6 
3 
2 
1 
0 
3, 
S 
IR and 
IIR 
52 13 0 150 
344 62 3 1,738 
310 43 57 5,751 
125 9 355 7,432 
16 — 253 5,440 
. 847 127 668 20,511 
of farms 
Excellent....... 1 6 10 0 1 
Very good....... 4 19 41 49 
3 30 45 36 34 9 28 
30 45 28 15 7 53 36 
_ eee 67 21 7 2 _ 38 27 
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Development of Resources in Different Land Classes 


Roads. With the land classification map and the farm classi- 
fication map it is possible to prepare suggested road and electric 
programs to serve all of the permanent agriculture. The prepa- 
ration of these programs is as important as the classification of 
land. The land class map shows what land probably will remain 
permanently in agriculture; the farm classification map shows 
the location of each house outside of hamlets, villages, and cities. 
When the farm classification map is made in the field, the 


TaBLE 5. PERCENTAGE OF Roap MILEAGE IN DiFFERENT Roap BY LAND 
Ning Countises,t New York 


Land class 


Road class 


II Ill 


Hard roads 


Dirt roads desirable to improve as 


Permanent dirt or gravel roads 
Class D 


Dirt roads needed only for forest or 
recreational travel if land is re- 


Unused or abandoned roads 
Total 


100 100 
Miles of road 1,445 | 1,735 | 4,201 | 1,860 266 35 651 | 10,193 


6 t Broome, Chemung, Chenango, Monroe, Montgomery, Rensselaer, Schuyler, Tioga, and Tompkins 
‘ounties. 

* Less than 0.5 per cent. Z 
** Residential is mostly in land classes IR and IIR in Rensselaer County. 


concrete, macadam, and sub-based roads are indicated. Also the 
dirt and gravel roads are classified, according to condition and 
apparent amount of travel, into six classes. This classification of 
dirt and gravel roads gives a rough idea of the use of different 
roads which is essential in preparing a suggested road program. 

In nine counties where land utilization studies have been com- 
pleted or are in progress there were about 10,200 miles of road. 
Of this total about 33 per cent was already improved as hard 
roads and it is suggested that an additional 23 per cent be con- 
structed as hard roads (table 5). The roads that are suggested 
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for improving as hard roads have been divided into three 
classes—A, B, and C. The class A roads would serve the most 
farms and rural residences per mile and probably should be 
improved first. Those in class B would serve less farm business 
per mile than would those in class A, and probably should not 
be constructed until after the majority of those in class A have 
been completed. 

Class C extensions would serve less agriculture than those in 
classes A and B and often would act as connecting roads, some- 
times through land classes I and II. Their construction might 
well be delayed until after the roads in classes A and B have 
been completed. 

About 14 per cent of the road mileage was put in class D, and 
probably serve too few houses per mile to warrant their improve- 
ment as hard roads. These roads probably should remain as dirt 
or gravel, at least until roads in classes A, B, and C have been 
constructed. In the meantime, they should be drained and graded 
and might receive inexpensive improvement. 

As land in classes I and II is reforested, 24 per cent of the 
roads in these 9 counties will be needed only for forest or recre- 
ational travel. These roads have been put into two classes—E 
and F'; roads in class F are primarily in or tributary to land 
class I. The land which they serve probably will be reforested 
before that served by roads in class E, which are in or tributary 
to land class II. The reforestation of land classes I and II will 
not only reduce the expenditure for roads but also will make 
possible the closing of many schools. 

Six per cent of the road mileage shown on the United States 
Geological Survey maps was unused or abandoned at the time 
the studies were made. 

Number of Farms and Rural Residences per Mile. The number 
of farms and rural residences per mile on the different road 
classes is shown in table 6. Suggested extensions to existing hard 
roads are based on the probable amount of use as determined 
from (1) the number of farms and rural residences per mile, (2) 
size of farms, and (3) indications of use for through travel. 

On roads in class A there were 3.3 farms per mile, as compared 
with 2.9 on existing hard roads. However, there were more rural 
residences per mile on hard roads. 

Roads in class B averaged 2.8 farms per mile and those in 
class C 2.2. 

Roads in class D served only 1.5 farms and 0.6 rural residences 
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per mile. This probably is not enough to warrant their improve- 
ment as hard roads. 

Since land served by roads in classes E and F probably will 
eventually go out of agricultural use, roads in these classes will 
not need to be improved as hard roads. 


TaBLeE 6. NuMBER OF FARMS AND RURAL RESIDENCES PER MILE oF RoApD IN Eacu 
Roap Cuass, Nine Counties,t{ New York State 


Number per mile 


Rural residences ||}Commercial 
establish- 
ments, 
Road class camps, 
Good | Poor| Total|| churches 


and 
schools 


Hard roads i J J 0.8 


Dirt roads desirable to 
— as hard roads 
lass A 
Class B 
Class C 


Average 


Permanent dirt or zravel 
roads 
Class D 


Dirt roads needed only for 
forest or recreational 
travel if land is refor- 
ested 


Class E 0.2 P 4 2.3 
Class F 0 0.2 0.8 


Average 1 0.3 | 0.8 | 0.2 J 0. 0.2 | 0.3 1.7 
Unused or abandoned 
roads 0 0.1 0.1 


c Speeene, Chemung, Chenango, Monroe, Montgomery, Rensselaer, Schuyler, Tioga, and Tompkins 
ounties. 


* Less than 0.05 per mile. 


After a suggested road program has been prepared it is essen- 
tial that it be checked over by the county highway commissioner. 
It is also desirable that it be checked by the town supervisors or 
town highway superintendents. This serves two purposes: first, 
because of their knowledge of the roads, a better program can 
be built, and second, it makes them feel that it is their program 
and not something thrust on them from the outside. 

Rural Electrification.2 When the farm classification maps are 
made in the field, the houses that are connected to electric and 
telephone lines are indicated. This map plus an atlas of rural 
electric lines in New York State published by the Empire State 


2For a more detailed discussion of rural electrification in New York, see FARM ECONOMICS, 
pp. 2242 to 2246, December, 1935. 
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Gas and Electric Association, show the location of existing lines. 
The suggested extensions were divided into three classes based 
on the potential consumption of electricity per mile. In the first 
counties, extensions were plotted to all farms and rural resi- 
dences in land classes III to VII where there were at least 2.5 
fair farms per mile. Recently a policy has been adopted of draw- 
ing extensions to all farms and residences in land classes III to 
VII regardless of the number per mile. 

A summary of the electric maps for nine counties shows about 
2,200 miles of existing electric distribution lines outside of in- 
corporated villages and cities in 1934. To serve practically all 
of the farms in land classes III to VII would require an addi- 
tional 2,200 miles of electric lines. No extensions were plotted 
in land classes I and II except for through connections. Thus, 
about 50 per cent of the mileage needed to serve the permanent 
agriculture in those nine counties had been built by 1934. 

Along existing lines there were 11.6 possible consumers per 
mile of which 9.2 were connected. On the suggested extensions 
there were as many farms but fewer rural residences per mile 
than on existing lines. This is because most of the hamlets and 
unincorporated villages are now served with electricity. 

The total number of possible consumers on the suggested ex- 
tensions averaged 4.8 per mile. Based on the percentage of the 
different classes of farms and rural residences taking service on 
existing lines, the probable consumers on the suggested exten- 
sions would be 3.5 per mile. 

As soon as a preliminary electric map is prepared for a county 
it is photostated by the electric companies that have the fran- 
chises for that territory. This furnishes the electric companies 
with a plan for complete electrification of a county. 


Summary 


New York State has adopted a definite land policy. Three steps 
are included in its land utilization program. First, an economic 
classification of land according to intensity of use. Second, state 
purchase and reforestation of land better suited to forestry and 
recreational uses than to agriculture. A constitutional amendment 
passed in 1931 provides for the purchase and reforestation of 
1,000,000 acres. Nearly one-third of this acreage had been 
acquired on January 1, 1936. Third, intensive development of the 
land suited to permanent agriculture. This development includes 
good schools and good health facilities as well as the road and 
electric programs which have just been discussed. 
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ENACTMENT AND ADMINISTRATION OF RURAL 
COUNTY ZONING ORDINANCES 


GrorcE S. WEHRWEIN 
UNIVERSITY OF WISCONSIN 


Rural planning and zoning are likely to prove one of the 
crucial tests of the efficiency of county government. Many of 
the functions of county government are carefully prescribed by 
state statutes or are regulated or controlled by the state. This is 
not true of zoning. Counties are permitted to zone through the 
delegation of the police power (originally residing in the state) 
to municipalities, towns and counties, and this delegation car- 
ries with it local responsibility for framing the ordinances, de- 
lineating the land use districts and administering and enforcing 
the ordinances. However, more recent enabling acts provide for 
state cooperation to some extent. 


County Zoning, Both Rural and Urban 


The problem is complicated by the fact that county planning 
and zoning laws try to cover two types of counties—the rich, 
densely populated urbanized counties on the one hand and rural, 
‘‘marginal land’’ counties on the other. Historically the move- 
ment grew out of the need and desire to control areas adjacent 
to cities. The Wisconsin county zoning law of 1923 was designed 
for urbanized counties and the recent Michigan county enabling 
act is frankly a revamping of the township zoning law of 1929, 
which dealt with the regulation of trade, buildings, industries, 
congestion on streets, and other matters involving urbanized land 
uses. California county zoning is still predominantly of the 
urban type although much of the area covered is rural. How- 
ever, there is as yet no drastic regulation of agriculture. L. 
Deming Tilton says ‘‘The administration of the plan is scarcely 
noticed by the owners of agricultural land unless there is a sub- 
division of the property or a change of use which would do injury 
to the prospective residential] districts.’” 

What might be called ‘‘rural zoning’’ came after the Wiscon- 
sin enabling act was amended in 1929 permitting the regulation 
of land ‘‘for agriculture, forestry and recreation.’’ The recent 
Michigan act adds to these three purposes soil and water supply 


1“Land Use Planning in California Counties,’ Planning Problems of City, Region, State 
and Nation. National Conference on City Planning. 1934. 
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conservation—in fact conservation of natural resources in 
general.” 

Although the Wisconsin enabling act is comprehensive enough 
to permit both ‘‘rural’’ and ‘‘suburban”’ county zoning a dif- 
ficulty is encountered in setting up land use districts. The re- 
quirements in these diametrically opposite types of counties are 
radically different. In the one case ‘‘set back lines,’’ frontage, 
height, bulk, number of stories, size of yards are important items 
for regulation; in the other case only broad land uses are per- 
mitted or prohibited. It may be “nat the solution for the difficulty 
will eventually be found in classifying counties on the basis of 
wealth, total population, or of population density with different 
provisions for each class. 

Another dissimilarity between the two types of counties lies in 
the differences in wealth and ability to carry out the provisions 
of the zoning law. To enact and enforce zoning ordinances is not 
without costs and requires men and administrative machinery. 
The densely populated areas can afford the necessary staff and 
spend money for administration. But the situation is different 
in the rural counties. Not only is the technical knowledge and the 
machinery inadequate but these counties are poor financially and 
every new demand upon their meager revenues is an additional 
burden. The need for adequate funds is recognized by the Michi- 
gan law which specifically calls for the levy of a sufficient tax 
upon real and personal property for the purpose of carrying out 
the zoning act. 

The purpose and implications of zoning are also different in 
the two kinds of counties. Suburban zoning is local in character. 
It concerns the city and the surrounding territory. In smaller 
urban areas it may involve only a few of the towns adjacent to 
the city, the remainder of the county being the agricultural re- 
siduum. However, where larger cities are concerned planning 
and zoning may involve a ‘‘region’’ which extends over several 
counties. In such cases coordination and cooperation between 
local units of government are essential and a state planning body 
can be of great assistance in getting a unified plan for the region. 
On the other hand, zoning in marginal areas is rarely local in 
its implications. Agricultural, forest, and recreational districts 
cut across county lines. The state as a whole has an interest in 
the closing of land against settlement and the creation of recrea- 


? Several other states have passed county zoning acts during the past year, but they do not 
specify the power to zone for agriculture, forestry, and recreation, The Illinois act seems to 
exempt agriculture entirely, and it is doubtful whether the state of Washington law can be in- 
terpreted to include non-urban land uses. See Journal of Land and Public Utility Economics, 
February 1936, p. 90, and May 1936, p. 206. 
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tional and forest districts because of their influence on govern- 
mental costs, state aids, school and road ‘‘lay out,’’ taxation and 
other factors. For this reason there is a strong sentiment in favor 
of taking zoning out of the jurisdiction of local units of govern- 
ment entirely and making it a state function, or at least have 
state supervision and control over the actions of towns and 
counties. 


Extent of State Control Over County Zoning 


Some planners are impatient with the need for catering to local 
units of government or even the necessity of cooperating with 
them in planning and zoning. Robert Whitten has said, ‘‘In Wis- 


consin the reservation through zoning of areas for forestry and § 
recreation must be initiated by the county and approved by each ste 
township. Planning or zoning. regulations of this kind should, thi 
it is believed, be initiated by a state planning board. That they § SP 
should normally be subject to approval by each county in which de 
they are operative is a principle to which I should be inclined to § ?° 
dissent. And I can see no good reason whatever for giving town- 
ship authorities a veto power. Broad state policies of land settle- ste 
ment and utilization should not be decided on the basis of purely § *° 
local or neighborhood interest. And this the more because these § ° 
land settlement and utilization regulations will sometimes in- § ™ 
clude or involve the abolition, consolidation or adjustment of the 9 
local governments themselves.’” - 
He adds however, that local units of government should have 
their own field of planning in cooperation with the state agencies. § ° 
On the other hand, there are planners who stress local partici- J “ 
pation and responsibility. Frank Waugh stated more than 10 be 
years ago, ‘‘Local initiative is a first consideration and always 0! 
essential. No community can be improved unless it wants to be. 9 


No outside agency can force improvement on a people who are 
unwilling.’ Planning and regulation of land uses cannot be 
carried beyond the consent of the governed. If passed without 
the approval or full understanding of those who have to live 
under the ordinance it may become a dead letter from lack of 
enforcement. From this standpoint a governmental set-up which 
forces the planner to cooperate with local residents is not as 
much of a drawback as it may seem. 

However, Whitten is right when he stresses the need for out- 
lining broad policies of land settlement and utilization on a state 


3 Robert Whitten, ‘“‘The Expansion of Planning Principles and Methods,” Planning and Na- 
tional Recovery, National Conference on City Planning, p. 91. 
4Frank A. Waugh, Country Planning. Harcourt, Brace & Co. (1924), p. 167. 
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rather than on a local or county basis. The Michigan zoning 
law provides that the tentative ordinance shall be drawn up by 
the local committee with the aid and cooperation of the state 
planning commission and after the adoption by the county board 
the final ordinance becomes effective only after approval by the 
same state body. Integration as between counties is made pos- 
sible by ‘‘regional planning committees’’ consisting of the chair- 
man of county land planning committees of neighboring counties. 

Since the Michigan county zoning law insists upon cooperation 
between the county and the state planning commission and on 
the formal approval of this body of the ordinance before it can 
become effective, it looked as if the entire program had been 
wrecked when the governor vetoed the bill providing for the 
state planning commission. However, the attorney general ruled 
that the existing state planning board, appointed under federal 
sponsorship, was still legally in existence, or if the governor so 
desires he can appoint a planning commission solely for the pur- 
pose of assisting in the execution of the rural zoning law. 

The significance of the Michigan act lies in the extension of 
state control over a local function of county government. Minne- 
sota had a bill before its state legislature in 1935 which provided 
even more state machinery and left proportionately less power 
in the hands of the local governments. On the other hand, there 
is no compulsory cooperation between the state and county plan- 
ning agencies in Wisconsin at present. 

One of the controversial questions therefore is whether more 
or less power shall be given to the state to initiate and control 
county zoning. If more authority is given to the state it must 
be kept in mind that as long as one enabling act serves all types 
of counties, the urbanized counties must also submit their 
ordinances to the state planning bodies and be subject to their 
veto power as is the case in Michigan today. 


Procedure in Enacting Rural County Zoning Ordinances 


In Michigan and Wisconsin the enactment and enforcement of 
county zoning ordinances are the function of the county board of 
supervisors. The task is made difficult by the large membership 
of these boards. Only a few counties have less than 20 members 
and in some cases the board consists of 50 supervisors even in 
the northern under-populated areas of Wisconsin. The only fea- 
sible way of handling details is by appropriate committees. 

More significant, however, is the fact that under the supervisor 
form of county board this body is composed of representatives 
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elected from minor civil divisions—towns, villages and city | m0 
wards, and the members are very sensitive to the wishes of their | few 
constituents. At times it seems as if the county board did not § ing 
legislate for the county at all but the towns as towns. In Wis. § ou 
consin the position of the towns is strengthened by the zoning J cou 
law itself. It requires the approval of the towns; the ordinance | boa 
is ‘‘adopted as to the town or towns which shall give their ap- § whi 
proval thereto.’’ It is to this veto power of the towns that § cou 
Whitten objects. However, by beginning zoning ‘‘education” § act 
with meetings in the towns at which the town chairman is pres- J P°! 
ent, he and his constituents together decide the attitude of the J 40 
town before he is called upon to vote on the ordinance as a mem- : 


ber of the county board of supervisors. This democratic pro- 
cedure forestalls any vetoes by town boards when the ordinance 
and official map come to them for approval as a part of the legal 
procedure of enacting county zoning ordinances. 

The Michigan zoning act does not require the approval of the 
towns to the county zoning ordinance. Nevertheless, even though 
the towns are not consulted at the time of enactment, they are 
represented on the county board and therefore can dictate 
policies of administration. This does not apply to Minnesota 
and the other states with a small board of commissioners and 
especially those states without towns or with towns in a sub- 
ordinate position. 

Even though the boards of supervisors of rural ‘‘marginal 
land’’ counties are eager to zone their land they are handicapped 
by the lack of machinery, to gather and present the basic data 
upon which the ordinance and official map are to be based, to 
draft the ordinance and the map delineating the land use dis- 
tricts, to hold hearings and do other necessary work preceding 
the formal enactment. 

A step in the direction of providing planning personnel which 
can take some of the burden from the county board is the crea- 
tion of local planning bodies. In Wisconsin every county, not hav- 
ing a county park board, has been charged by law to appoint a 
County Rural Planning Committee consisting of the chairman of 
the county board, the chairman of the county state road and 
bridge committee, and the county superintendent of schools as 
ex officio members, and two others to be appointed by the ex 
officio members.* This Committee has been granted many ad- 
visory functions and was given the duty to initiate the zoning 


5 All counties with more than 150,000 people are required to have a County Park Commis- 
sion, other counties may appoint such bodies. 
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movement when the enabling act was passed. However, only a 
few counties have appointed such committees. The Michigan zon- 
ing law provides that counties desiring to zone are to appoint 
County Planning Committees consisting of the chairman of the 
county board and from 2 to 6 members appointed by the same 
board. Planning is thus restricted to those Michigan counties 
which have approved zoning by referendum and where the 
county board has resolved to zone the county. Under a recent 
act Indiana counties are ‘‘authorized and empowered”’ to ap- 
point ‘‘county planning commissions’’ but are not obligated to 
do so. 

Assembling basic data for planning and zoning requires con- 
siderable work and few, if any, rural counties are technically 
equipped to do so. It is fortunate that in the three Lake States 
state agencies have made studies in most of the rural counties 
to be zoned, and where basic data are not available some state 
agency can be called upon to supply the material. The new 
Michigan zoning law not only calls for cooperation between the 
county and state planning bodies but provides that the state 
planning board shall assist in determining the validity of the 
land classifications and zoning proposals submitted by the 
county and if these are not adequate ‘‘suggest such additional 
data and inventory as may be needed to provide adequate basis 
for effective and valid land classification and zoning and shall 
assist with its own facilities and other facilities or agencies 
available, in carrying out necessary inventory essential to sound 
zoning procedure.’’ Thus assistance is assured technically and 
financially to the underpopulated and poorer counties in obtain- 
ing indispensable planning and zoning data. 

The drafting of the ordinance and making the zoning map also 
calls for technical knowledge. According to the Wisconsin law 
it is the duty of the county park commission or the rural plan- 
ning committees to formulate a tentative ordinance and set up 
the land use districts. After public hearings have been held they 
are to submit to the county board the final ordinance and map 
for formal approval. As a matter of fact, practically none of the 
counties where rural zoning was necessary had set up County 
Planning Committees so state agencies had to take an active 
part in helping with the enactment of rural zoning ordinances. 


State and Local Cooperation in Rural Zoning 


Rural zoning began with Oneida County in December of 1932. 
This county did not have a rural planning committee so the ‘‘colo- 
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nization committee’’ of the county board was designated as the 
body to draft the ordinance, draw the official map, and report 
back to the board of supervisors. However, county zoning was 
without precedent; the only ordinance in the state was that of 
Milwaukee which had been framed for an entirely different situ- 
ation. So, through the county agent, the committee asked the 
College of Agriculture and the Conservation Department to 
draft an ordinance designed to zone a county for agriculture, 
forestry and recreation and set up a tentative land use district 
map. This was done through a joint committee at Madison with 
the assistance of the Attorney General’s office to check the legal 
points. 

This was the beginning of a procedure which has been followed 
in all of the 23 counties now zoned for agriculture, forestry and 
recreation. In every case tentative ordinances were prepared as 
described above and then carried by members of the extension 
department or the Conservation Department, accompanied by 
the county agent and/or some member of the zoning committee 
directly to the people assembled in town meetings for discussion 
and amendment. The purpose was to explain the use of zoning 
as a means of preventing scattered settlement and the attendant 
high costs for schools, roads, and other public services as well 
as keeping prospective settlers out of submarginal lands. These 
miniature ‘‘grass root conventions’’ were real forums and many 
individualistic frontier spirited settlers were ‘‘from Missouri’’ 
until they were shown that zoning was a democratic way of 
handling the lands in the interest of their own welfare. They 
were made to feel that the function of the ‘‘state men’’ was 
purely advisory; the final decision always rested with them. 
After the people in the town were ready to approve a zoning 
ordinance and agree to use districts in their town the final ap- 
proval by the town boards as provided by law was more or less 
a formality. Another opportunity for people to be heard was 
given at a county hearing scheduled shortly before the regular 
enactment of the ordinance by the county board, thus introduc- 
ing two ‘‘extra legal steps’’ not specifically called for by the law, 
but considered essential to efficient zoning procedure. In fact, the 
writer has been informed by a legal member of the staff of the 
U. S. Department of Agriculture that this procedure will ma- 
terially strengthen the position of rural zoning before the courts 
because of the participation of the local people and because the 
basis for the ordinances was primarily the saving of public 
money through regulation of the use of land. The ‘‘legal’’ steps 
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are, enactment by the county board, approval by the towns, and 
publication after which the ordinance is legally in force.* 

The need for local participation in zoning is emphasized by 
Jesness and Nowell even for a state like Minnesota where towns 
are less important than in the other Lake States.’ On the other 
hand, the Michigan zoning act merely requires that a public 
hearing shall be held before any such regulations shall become 
effective. This is no doubt intended as a minimum; other meet- 
ings can be scheduled. Nevertheless, there is something to be said 
for requiring in the enabling act itself for a series of meetings 
scattered over the county irrespective of the type of local gov- 
ernment. 

Even though the Michigan enabling act calls for but one public 
hearing the referendum feature of the law practically forces the 
holding of local meetings or extensive publicity. Section 9 of 
the enabling act requires a county wide referendum to be held 
and a majority of the votes cast on the question must favor the 
plan before the county board can enact the ordinance. At the 
spring election of April 6, 1936, the voters of both Menominee 
and Delta counties of the Upper Peninsula approved zoning in 
these counties. In the former, meetings were held in practically 
every rural school and town hall under the leadership of the 
county agent, whereas in Delta county newspaper publicity was 
used almost exclusively under the sponsorship of committees of 
the board of supervisors, the Escanaba Chamber of Commerce, 
and the Wolverine Conservation Association. In Cheboygan 
county on the Lower Peninsula a series of local meetings has 
been held by the county agent and the zoning referendum may 
come before the voters this fall. 

The chief purpose in relating the Wisconsin procedure in de- 
tail is to point out the voluntary cooperation of state agencies 
with the counties engaged in zoning and to give the reader some 
idea of the work involved. Two men from the extension staff of 
the College of Agriculture and one man from the Conservation 
Department held 216 town meetings attended by approximately 
10,000 people. They were present at 50 county board meetings 
and at 46 county board committee meetings. The extra legal 
county hearing was attended by these men in 24 counties. Others 
who cooperated were the county agents and in some cases other 
county officials such as the superintendent of schools. The Col- 


®For a detailed description of this procedure see W. A. Rowlands ‘“‘County Zoning in Wis- 
consin.’’ Extension Service, Wisconsin College of Agriculture. Stencil Circular 4154 (Nov. 1934). 
™A Program for Land Use in Northern Minnesota, University of Minnesota Press, p. 158- 
167. “Zoning of Minnesota Lands’”—University of Minnesota Special Bulletin 167 (1934) p. 5-6. 
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lege of Agriculture and Conservation Department also assisted 
by preparing press material on zoning, forestry and land use, 
which was carried by the county papers during the time zoning 
was under consideration. The Attorney General’s department 
and the State Planning Board also assisted in the work. The 
maps needed for the delineation of the districts and the final 
official map were also prepared through the facilities of several 
of the organizations at Madison. Other states may not care to 
adopt the same mechanism or make use of the extension service 
of the College of Agriculture or do the job on the same plan, 
Nevertheless, they will find the same need for technical assistance 
in the rural counties and that machinery, ‘‘legal’’ or ‘‘extra 
legal,’’ will have to be provided by agencies outside of the county. 
Michigan has made provision for state assistance by tying to- 
gether the county and state planning bodies for the drafting of 
the ordinances. 

It is not to be expected that drafting ordinances under local 
option with merely the advice and assistance of state organiza- 
tions will give us ‘‘scientific’’ ordinances and use districts. No 
doubt some of the land now unrestricted under Wisconsin county 
zoning ordinances should be in restricted zones and vice versa. 
Boundaries of zones have already been changed to correct such 
situations. No doubt local pressure and favoritism may have 
entered into the delineation of district boundaries or prevented 
entire towns from being zoned. It is interesting, however, to find 
the board of supervisors of one county refusing to proceed with 
an ordinance because only three towns had given their approval 
when it appeared that others should have zoned their land as 
well. Land use districts open to such criticism may be assailed 
legally, but the attack may result in correcting the situation 
rather than making the ordinance itself invalid or unconstitu- 
tional.® 

Zoning for agriculture, forestry and recreation is in the same 
initial stages that city zoning was 25 or more years ago. No 
doubt the same pressures are at work and the same mistakes are 
being made in rural county zoning as were made in urban zoning 
in the beginning. Court decisions, favorable and unfavorable, 
amendments, and even repeal of entire ordinances should not 
dishearten those who believe in rural zoning. Perhaps a state 
body unaffected by local considerations might do a more ‘‘sci- 


®The Vilas county ordinance says in Section X: 

“Should any section, clause or provision of this ordinance be declared by the courts to be 
invalid, the same shall not affect the pees f of the ordinance as a whole or any part thereof, 
other than the part so declared to be invalid.” 

This section is found in all later rural county ordinances. 
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entific job.’’ Nevertheless, it is well to remember that unless 
enforcement is also made a state function it is useless to expect 
local officials to enforce ordinances thrust upon them. Even state 
enforcement would not be easy. We have enough precedent for 
Waugh’s statement, ‘‘No outside agency can force improvement 
on a people who are unwilling.”’ 


Administration 


Administration and enforcement are even more vital than the 
enactment of the ordinance. Merely ‘‘ passing a law”’ is easy, but 
administration and enforcement are difficult. None of the en- 
abling acts passed so far have provided adequate technique for 
zoning administration in rural counties dealing with agriculture, 
forestry and recreation as the major land uses. The first piece 
of machinery needed is some device for securing a list of non- 
conforming land uses. Urbanized counties usually have park 
commissions and other administrative bodies which can do this. 
In Milwaukee county, for instance, non-conforming uses can be 
checked because a building permit must be obtained before the 
owner can erect a structure, and he can be stopped from estab- 
lishing an illegal use by refusing the permit. No such device is 
available for the rural counties where detecting a violation of 
the ordinance is difficult because of the large areas to be covered 
and the scattered nature of the population. Farms and other 
land uses involving year long residence, if started before the 
ordinance went into effect, must be permitted to continue in this 
use undisturbed in a restricted district; but if begun after the 
date of enactment and publication such uses are in violation of 
the ordinance and subject to fines and penalties. A correct legal 
list of the legal non-conforming land uses is therefore the first 
step in zoning administration. The need for such a record was 
recognized by Vilas county, the second Wisconsin county to zone, 
and it included the following paragraph in its ordinance: 

“Immediately following publication of this ordinance by the county 
board, the colonization committee shall prepare a list of all instances of 
established non-conforming uses of land and publish the same to permit 


appeal on errors and omissions. Thirty days after publication of this 


ra a final and official copy shall be filed in the office of the register of 
eeds,”’ 


This feature has been made a part of all subsequent ordinances 
but the committee designated for this task varied with the county. 
Almost universally it has been the same committee which spon- 
sored zoning in the first place. 
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The recording of non-conforming uses has been deemed im- 
portant enough to be incorporated into the state statutes. An 
amendment to the enabling act was passed by the 1935 state legis- 
lature making the recording of non-conforming uses mandatory 
upon the county board of supervisors (Chapter 403, Laws of 
1935). The list is published for three successive weeks to permit 
owners to detect omissions or errors. Sixty days after the date 
of publication of the ordinance the list becomes final and is 
placed on file in the county clerk’s and register of deeds offices. 
Errors or omissions in the official record can be corrected only 
by the county board. Its decisions are final. 

In dealing with agricultural non-conforming land uses we are 
breaking new ground, especially in a region such as the cut-over 
area of the Lake States where farms are only partly developed. 
Let us assume that a tract of land consists of 20 cleared acres 
actually used for farming, 20 acres partly cleared (stump pas- 
ture) and 80 acres of wild cut-over land with some second growth 
which may or may not be used for grazing. Shall the entire 120 
acres owned by the farmer be recorded as a legal non-conforming 
use? the 20 acres actually under the plow? or shall the stump 
pasture be included with the cleared land? It must be remem- 
bered that if only 40 acres are so listed the owner can not legally 
extend his farming operations to the undeveloped ‘‘eighty.’’ The 
1935 amendment to the enabling act requires the recording as 
non-conforming uses the ‘‘legal description or descriptions of 
land’’ belonging to the owner. This would mean that the 120 acres 
is the area of the non-conforming use. On the other hand, there 
is some doubt if the land is non-contiguous. The law is not specific 
on this point and counties may by ordinance wish to refine this 
definition. No doubt many other situations will arise for which 
urban zoning will offer no precedent. It is for this reason that 
planners are urging boards of adjustment or appeal. 


The Board of Appeal 


Urban zoning has demonstrated the importance of a committee 
or board which can, in the words of the Wisconsin statute, ‘‘make 
special exceptions to the terms of the ordinance in harmony with 
its general purpose and intent and in accordance with general 
or specific rules therein contained.’’ This statute is in another 
section of the Wisconsin laws (49:99) and calls for the appoint- 
ment of a board of adjustment of three members for a term of 
three years. As now set up it is probably better suited to ur- 
banized than to rural counties. The Michigan law provides for a 
‘‘hoard of appeals’’ consisting of the county planning board and 
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an equal number of members of the state planning commission 
or representatives designated by the state body. 


Discontinued Non-Conforming Uses 


The Vilas county ordinance and all later ordinances also pro- 
vide that if a non-conforming use is discontinued the future use 
must be in conformity with the provisions of the ordinance. The 
need for administrative machinery is apparent in this connec- 


'|tion. For instance, who is to detect the change in status of land 


uses? The new section of the Wisconsin act makes use of existing 
oficers for this task. The county clerk is to furnish each town 
assessor with a list of non-conforming uses for his town. 


“After the assessment of the following year and after each succeeding 
assessment thereafter the town assessor shall file a written report certified 
by the board of review with the register of deeds listing all non-conform- 
ing uses which have been discontinued between the assessment periods. 
If a non-conforming use has been discontinued any future use of such 
building, land or premise shall be in conformity with the provisions of 
the ordinance regulating land uses in the district. The register of deeds 
and county clerk shall record discontinued non-conforming uses as soon 
as reported by the assessors.” 


This is not an ideal arrangement. It leaves to the judgment of 
the assessor to determine when a non-conforming use is discon- 
tinued. This is not easy in the case of agriculture. There are so 
many stages in the process. In some instances, the only evidences 
of agriculture may be the cutting of hay by a neighbor or a squat- 
ter raises a few potatoes on land he is occupying with or without 
the consent of the owner. Non-resident absentee owners can 
maintain a whole section of land as a non-conforming land use 
by hiring some one to cultivate a few acres. Additional legisla- 
tion is needed to clarify these points. 

Even though the board of supervisors enacts a zoning ordi- 
nance, many of the administrative duties such as publishing the 
ordinance, recording the list of non-conforming users, ete., fall 
upon the county officers. Likewise the assessors have been given 
additional functions. There is a constant tendency to increase 
the ‘‘outside’’ functions of these officers and it is these extra 
tasks which are so easily neglected. Since these officials are not 
directly responsible to the county board one of the weak points 
of zoning procedure is this phase of the administration of the 
ordinances. 


Enforcement 


Under both the Michigan and Wisconsin statutes enforcement 
rests with the county board. Nothing is said about aid or coopera- 


Ln 
S- 
of 
Lit 
te 
is 
ly 
re 
er 
es 
iS- 
th 
20 
ng 
np 
m- 
lly 
he 
as 
of 
es 
are 
ific 
his 
ch 
tee 
ike 
ith 
ral 
er 
nt- 
of 
T- 
ra 
und 


520 George S. Wehrwein 


tion from the state. Furthermore, it is a question of how far state 
agencies legally can or should go in helping the county enforce 
a local ordinance. But how can an elective body of 20 to 50 mem. 
bers effectively enforce its own ordinances? Who is responsible 
for detecting violations and bringing the proper action? The 
Wisconsin rural ordinances all contain the provision, ‘‘Compli- 
ance may be enforced by injunctional order at the suit of the 
county or the owner or owners of land within the district af- 
fected by the regulations of this ordinance.’’ This, however, does 
not fix the responsibility upon a definite individual or commit- 
tee. On the other hand, the Michigan law calls for definite desig- 
nation, in the ordinance itself, of the official or officials whose 
duty it shall be to enforce the ordinance. Naturally, the district 
attorney and sheriff as the enforcement officers for the county, 
are expected to assist the board in prosecuting violations of the 
zoning as well as all other ordinances of the county board. 

In the final analysis the enforcement of zoning goes beyond 
the question of machinery and techniques; it depends upon the 
willingness and determination of those charged with enforece- 
ment to punish violators. It must be remembered that the county 
board consists of members, elected for only one year in Wiscon- 
sin, who are keenly aware of their responsibility to those who 
elected them. At present there is no great incentive to violate 
an ordinance by starting a new farm in a restricted district. 
Most of the abandoned houses were filled before the ordinances 
were passed and are therefore legal non-conforming uses. How- 
ever, if farm prices should take an upward trend, or the St. 
Lawrence waterway become a reality, a wave of settlers might 
come in to whom speculators may wish to sell land in restricted 
districts. 

Even if the ordinance is not violated outright, pressure can 
be brought to make changes in the prohibited and permitted 
uses or in the boundaries of districts altered to suit private in- 
terests. These districts were not set up to be Chinese walls. 
Changes in boundaries are to be expected as conditions change. 
Theoretically, they can be made gradually and in such a way as 
to direct settlement by opening up territory adjacent to occupied 
areas, on the better soils, along established roads and in close 
proximity to operating schools. One of the tasks of local plan- 
ning boards could well be to plan such readjustments in harmony 
with public welfare. Practically, changes are likely to come from 
the pressure of private interests, as those who have had experi- 
ence with city zoning can testify. 

So far the policies of towns and counties in northern Wiscon- 
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sin have been in harmony with the zoning philosophy. There is 
even a tendency to withhold public services from the non-con- 
forming land users although they are legally entitled to them. 
This spirit can be traced in part to the meetings held during the 
enactment period of the ordinance. 


Zoning in the Land Program 


The final step in a land program is to get the land utilized in 
harmony with the designated legal uses. To prohibit certain land 
uses is negative. Unless a ‘‘forestry district’’ will actually grow 
trees the plan is not transferred from paper to the land. It is 
important that the land set aside for forests should be placed in 
stable ownership. This is accomplished wherever federal or state 
forests are established. Tax reverted lands become county pro- 
perty and under Forest Crop law all lands suitable for forestry 
may be entered by the county and blocked up as county forests 
to be administered cooperatively with the state Conservation 
Department. For this reason this department has a deep interest 
in the zoning movement. The same law acts as an incentive to 
private land owners to practice forestry. Owners with land in 
restricted districts who do not want to grow forests have the 
privilege of trading their property for county owned land in an 
unrestricted district. The chief difficulty at the present time is 
that the county does not have a perfect title to tax reverted land 
and cannot get title without further legal action. At all events 
the land program should be directed toward getting all the land 
uses in a restricted district in harmony with the permitted uses 
of that district. This is extremely important in areas where mil- 
lions of acres of land are ‘‘idle’’ and are awaiting some pro- 
ductive use. Zoning, forest crop laws, and similar legislation can 
do much to direct utilization of this land. 


Resettlement of Non-Conforming Users 

A part of the policy to get land used in harmony with the 
ordinance should be the gradual removal of non-conforming uses 
as far as possible. Some will be eliminated by being discontinued 
but more positive action will be required for the removal of the 
others. The main motive for zoning has been the reduction of 
public costs but merely passing the ordinance does not change 
anything. Only with the more or less complete relocation of the 
isolated settlers will the cost of government be reduced. It has 
been estimated that a half a million dollars could be saved an- 
nually through the relocation of the settlers in the isolated areas 
of the 14 northeastern counties of Minnesota.° 


°A Program for Land Use in Northern Minnesota, op. cit., p. 266. 
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Relocation is important to the ‘‘non-conforming’’ isolated 
settler himself. Before zoning placed him in a restricted district 
he had hopes that other settlers might come in to his neighbor- 
hood, help him get a road and school, and eventually create a 
community. Now this is out of the question. The Wisconsin State 
Planning Board has appealed to the Resettlement Administra- 
tion to give preference to the most acute cases of isolation, those 
responsible for excessive governmental costs, and those on the 
submarginal land. 

Another reason for the ‘‘clearing the restricted zones’’ is to 
secure harmonious land uses. In general it is far better to have 
large continuous blocks of forest land free from squatters and 
settlers who are a constant fire hazard and who are tempted by 
their isolation to violate the game laws. The recreational zones 
set up so far merely prohibit agriculture. However, the regula- 
tions could easily be extended to preserve the amenities and 
aesthetic values of the streams and lakes, prevent water pollu- 
tion, and control congestion. Such regulations are now required 
on platted riparian property in Wisconsin, but people with cot- 
tages and homes in recreational zones may find it desirable to 
control more than the small tracts of subdivided shore lands. 
Walworth county in southeastern Wisconsin, in which Lake 
Geneva is located, has a county plan under consideration which 
will include zoning the recreational lands. Restrictions of this 
type are clearly in the interests of public health, safety, and 
welfare. 

In conclusion, with most of the non-conforming uses abated, all 
the other land uses in conformity with the stipulations of the 
ordinance, enforcement and administration become easy and al- 
most unnecessary as soon as all the land is in stable ownership 
and devoted to its legal use. However, this can only be accom- 
plished by close cooperation between the zoning program and the 
agencies concerned with the exchange of land and resettlement of 
non-conforming users. Zoning without relocation is a job half 
done. Since zoning affects only the future uses of land it leaves 
land uses and governmental costs in the same status as before 
the ordinance was passed. Relocation without zoning may be a 
job never done. If certain areas cannot be restricted against set- 
tlers, relocation may become a continuous process as long as there 
is privately owned land left which may be used or sold for farming 
irrespective of its suitability for agriculture or the costs of public 
services created by isolated settlement. 
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AN APPROACH TO THE GRADING OF LAND FOR 
PURPOSES OF APPRAISAL* 


Conrap H. Hammar 
UNIversITy oF Missouri 


Two developments of transcendent importance in the field of 
agricultural credit in the United States in recent years have 
been, first, the growing distance between borrower and investor, 
and second, the lengthening loan period. Both of these have in 
turn contributed to the need for increasingly accurate appraisal 
of land and real estate. The investor and lender, or such intermedi- 
aries as the Federal Land Bank, want meticulous appraisals so 
that they may judge the security behind their investment; and 
the farmer, so that he may know with a certainty the borrowing 
power that his real estate provides him. 

The disastrous foreclosure and bankruptcy epidemic after 
1920, and particularly since 1929, affords painful evidence that 
advances in the science of appraisal have not kept step with 
those of other aspects of land credit. The greatest difficulties 
have arisen because of the price level declines of the 1920-21 and 
1929-33 period, to which land values in the Middle-West and else- 
where in the United States showed a pronounced reaction. With 
price levels now on the up-grade, there is some tendency to re- 
gard this first appraisal difficulty as water under the bridge, but 
the second problem, that of accurate horizontal appraisal, re- 
mains as critical as ever. 

Both field appraisers and reviewing officers have apparently 
been unable to distinguish adequately between good and poor 
land, or better, between good and poor farms.’ The difficulty has 
apparently not been one of distinguishing between broad classes 
of excellent and poor land. Appraisal has reflected the high level 
of land values in Iowa and Illinois and the much lower level in 
many other states. The need for finer distinctions arises most 
pressingly within a community or a relatively small area and 
reflects, in the case of land, the unsatisfactory present status of 
land grading or classification for appraisal purposes. 

The most wide-spread system of land classification that the 
appraiser has had for use has been the soil survey with its break- 
down of soil classes into series, types and sub-types. What the 
appraisers need, however, is a classification based upon differ- 


* Contribution from the Department of Agricultural Economics and Soils, Missouri Experi- 
ment Station, Journal Series, no. 383. 


1See “The Land Appraisal Problem” by W. G. Murray, JouURNAL OF FaRM ECONOMICS, 
October, 1934, for a more complete discussion of this point. 
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ences in productivity rather than upon soil horizon or origin, or 
other similar criteria upon which the soil survey is based. 
Furthermore, the variability in productivity of land areas clas- 
sified within the same soil type has been and continues to be such 
that soil type can never be used for more than a general criterion 
of productivity. In other words, the soil type is at once based 
upon criteria quite extraneous to appraising and, as a basis for 
judging the productivity of land, possesses too little flexibility 
for use in making the fine distinctions needed in appraising. 

Soil mapping is, furthermore, static rather than dynamic, while 
the soil itself changes in productivity under the effects of erosion, 
leaching and cropping. With the soil itself dynamic and its clas- 
sification (under traditional soil mapping) static, the breach be- 
tween the soil type, as a criterion of productivity, at a particular 
date and that at which it was originally mapped widens as a 
function of the time between the two dates. Yet, the appraiser’s 
need for an up-to-date criterion of productivity is unusually 
critical if his evaluations must stand, as is now commonly the 
case, for a period of thirty years or more. 

Murray and Meldrum?’ in a recent bulletin have suggested the 
use of what amounts to a combination of soil type and a history 
of crop yields as a basis for judging productivity of land. A yield 
history as a basis for prediction suffers under some disability, 
however, for three major reasons. First, before the yield data 
may be accepted, the normal type of farming for the area and 
the average level of efficiency of management for the particular 
farm must be determined.* Yields for a particular farm upon 
which either of these have been untypical need not be reflective 
of future productivity. Second, yields reflect past more nearly 
than future productivity, erosion and fertility losses considered, 
and are not independent of cost of obtaining them, particularly 
where mineral fertilizers are normally used. Third, the appraiser 
is often confronted with the necessity of evaluating land, which 
has no past production record. Uncleared cut-over land, newly 
drained marsh or unplowed sod are cases in point. Furthermore, 
where the type-of-farming is shifting, appraisal may need to be 
based more upon crops to be produced in the future than upon 
crops produced in the past. The recent great growth of the 
acreage of acid-tolerant legumes in South Central United States 
is an illustration of a shift of this kind now transpiring. 


2 Murray, W. G., and Meldrum, H. R., “A Production Method of Valuing Land,” Iowa Agri- 
cultural Experiment Station Bulletin No. 326. p 

3 See, for instance, the discussion under the title, “Assumed Use and Operating Efficiency’ 
in the Report of the Appraisal Sub-Committee, Journal of the American Institute of Real Estate 
Appraisers, April 9, 1934, p. 262. 
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Yields, remain, however, the basis upon which the productivity 
of land must be judged. The need is for some basis upon which to 
judge future as contrasted to past yields. The basic criterion of 
appraisal is unavoidably potential rather than actual production. 
The attention to yields is most significant, however, because it 
raises the question, ‘‘May not the basis for predicting future 
yields reside in certain qualities of the land, the value of which 
is being appraised?’’ 

Land is a highly complex phenomenon, so complex that to be 
understood, the various elements comprising it need separate 
and close inspection. Dependence upon such composites as the 
soil type has submerged rather than stimulated the need for such 
attention, though soil, as a concept, is at least one degree re- 
moved from land, as a concept, in point of complexity. 

When one departs from the land or soil and goes to the unit 
elements or factors making up the composite, the problem be- 
comes one of selecting from a great host of factors, those that 
contribute most vitally to productivity.* The elements that con- 
tribute vary with the objective, (they are very different in min- 
ing than in agriculture) but in appraisal of farm land those af- 
fecting the yields of crops are most pertinent. The list of unit 
soil factors affecting plant growth is undoubtedly a large one, 
all plants over the world considered, but for the crops grown in 
Missouri, the agriculture of which is highly diversified, can be 
reduced to a relatively small number. 

In Figures 1 and 2, the first step that must be taken to estab- 
lish the validity of the use of these unit soil factors in a system 
of land grading, is made. With average crop yield indexes for 
Missouri counties, there are associated the average content of 
nitrogen and of readily available phosphorus for a composite 
cropland acre for each of the same counties. The indexes were 
constructed by putting county average yields of corn, oats, and 
wheat, for the period 1911 to 1933 in terms of percentages of 
state yields of the same crops for the same period, and combin- 
ing them upon an unweighted basis. Yields of tame hay, avail- 
able for the same period, were not included since there is so much 
variation from county to county in the hay crops, that are put 
together in the term ‘‘tame hay.’’ The figures for nitrogen and 
available phosphorus were derived by estimating the percentage 
of the major soil types included in land in farms, and later in 
land in crops, within the acreage in farms. To these soil type 


“For a more comprehensive discussion of this point see ‘‘Land Classification as a Basis for 


Land Use Planning’ by Dr. Hans Jenny and the author in the July, 1934, number of the 
JOURNAL. 
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1000 1500. 2000 2500. 3000 3500 4000 45 
Surface Soil Hitrogen - Pounds Per Acre in the Surface 7 Inches. 


Crop Yield Index - Per Cent of State average Yields of Corn, Oats and Wheat - 1911-1955. 


Fic. 1. Surface Soil Nitrogen and Yield Index. The level of nitrogen in the surface 
soil is related to composite yields in much the same manner as it is related to land 
values. See Figure 4. That is, the gross correlation is approximately the same 
in both cases. (Dots within the circles represent urban and Southeast cotton coun- 
ties not used in determining the predicting equation. Counties represented by crosses 
are those of the Northeast Ozark Border where the intensity of land use is known 
to be relatively high.) 


(1922 - 1933) 
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~ Per Cent of State Average Yields of Corn, Oats end Wheat 
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Readily Available Phosphorous - Pounds Per Acre in the Surface 7 Inches 


‘Crop Yield Index 


Fic. 2. Readily Available Phosphorous and Crop Yield Index. Differences in 
available phosphorous are not as highly correlated with variation in composite crop 
yields as are differences in nitrogen or exchangeable bases. Circle counties are urban 
or Southeast Lowland counties and were not used in determining the relationships. 
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acreage figures were applied data on surface soil nitrogen and 
readily available phosphorus content and from this point it is 
but a step to the calculation of the content, of each of these ele- 
ments, of an average or composite (of soil types) acre. 

The correlation between yield indexes and surface soil nitrogen 
is striking. That with available phosphorus is less so though 
still significant. The coefficients of correlation are respectively 
r=-+.77 and r= + 44. A similar correlation with yield indexes 
and average content of exchangeable bases (the data for which 


Average Yields of Corn - 1911-1955 


Surface Soil Hitrogen - Pounds Per Acre in the Surface 7 Inches of Soil. 


Fic. 3. Nitrogen and Corn Yields. Average corn yields in bushels are not as 
closely correlated with variations in surface soil nitrogen as are the composite 
yields as in Figure 1. 


are preliminary and not included) was even higher, r= -+-.85, 
than that for nitrogen.’ Lest someone conclude that the high 
correlation coefficients in these instances resulted from some 
quirk in the construction of the yield indexes, another example, 
in which it is nitrogen and average corn yields in bushels for the 
period 1911 to 1933 for the same counties that are correlated, 
is given in Figure 3. The coefficient r = +-.64 is smaller than in 
the cases of the yield indexes because there is much more room 
to select the land upon which to grow corn than to select that 
upon which to grow all three crops: corn, oats and wheat. In 
other words, a composite crop land acre represents less well the 
land upon which corn is grown, than it does that grown to corn, 
oats and wheat. 

For further proof, however, the reader is referred to the 
study of Dr. Hans Jenny, in which this investigator finds an 


; 5 The upper limits of chance correlation in these three instances is approximately 25, accord- 
ing to Table 16, p. 62, “Correlation and Machine Calculation’ by Wallace and Snedecor. 
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almost perfect correlation between nitrogen content and corn 
yields for a group of selected (upland loams and silt loams) 
counties in states from Iowa south to Louisiana.’ In fact, a large 
body of evidence establishes the fact of the relationship of these 
unit soil factors to the yields of crops and, through these, to 
the productivity of land. 


= 


1200 1400 1600 
Surface Soll Hitrogen®- Pounds Per in the Surface 7 Inches of Soil*® 


Fic. 4. In the determination of the productivity and value of Missouri farm 
lands, surface soil nitrogen content is of great significance. Nitrogen is necessary to 
plant growth and in Missouri the higher the level of nitrogen in the soil the higher 
the value of the land. 

* Figures for nitrogen, and available phosphorus content of soil were obtained by 
estimating the acreage of each soil type included in land in farms in 1930. The 
Soils Department of the Missouri Agricultural Experiment Station made available 
the data for the average surface soil content of nitrogen, exchangeable bases and 
available phosphorus. The combination of these two types of data enabled the cal- 
culation of the average level of each for these soil factors of a composite acre 
or one of average productivity for the farm land for each county. 

** Counties represented by circles and crosses were not used in the correlation. 
They are the cotton counties of Southeast Missouri and two urban counties— 
Greene and Buchanan. Data for Jackson and St. Louis counties are not included. 


Factors that are so strikingly related to indexes of land pro- 
ductivity should relate equally well to land values, and in Figures 
4 and 5 average 1930 county land values for the same 106 
Missouri counties have been related to surface soil nitrogen and 


® Jenny, Hans, “A Study of the Influence of Climate upon the Nitrogen and Organic Matter 
Content of the Soil,” Missouri Agri. Exp. Sta. Res. Bul. 152, p. 21. See also “Soil Fertility 
Losses under Missouri Conditions,” Mo. Agrl. Exp. Sta. Bul. 324, by Jenny, for certain com- 
ments on exchangeable bases and the growth of blue grass, p. 7. 
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readily available phosphorus. In this case, however, a composite 
acre is one based upon all land in farms rather than in crops 
only. 

The coefficients of linear correlation, r—-+.78 for nitrogen 
and r= -+.80 for readily available phosphorus, are higher than 
those derived for the yield indexes. For land values, however, 
the relationship in the case of nitrogen is slightly curvilinear 
and the index of correlation is ep = .81. A similar analysis of 
average land values and exchangeable bases (again preliminary) 
resulted in a coefficient of correlation of r= +.87. and pe = .915. 


Land 
Values Per Acre - 1950 
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Readily Available Phosphoroud”- Pounde Per Acre in the Surface 7 laches of Soi?* 


Fic. 5. A measure of phosphorous content of soil readily available to plants and 
hence significantly related to land productivity and value has been difficult to 
determine. Dr. Baver of the Missouri Agricultural Experiment Station has supplied 
the data on phosphorus used in the above figure. 

* See Footnote, Fig. 4. 

** See Footnote, Fig. 4. 


Other unit soil factors have similar relationships to yields and 
values. Heavy clay pans are, for instances, a prominent struc- 
tural feature of large areas of soils in Missouri. A measure of 
such clay pans derived by taking the ratio of clay in the subsoil 
to that in the surface soil is significantly correlated with average 
land values. In this case, the relationship is inverse or negative. 
The effects of clay pans on yields is partly to lower them, but 
more to make them highly variable. In other words, clay pans 
accentuate the exigencies of climate, particularly of too much 
and too little rain. 

A further factor is topography, which also affects both value 
and yields, though measures of its effects have proved in the 
present instance somewhat elusive. Other factors are texture, 
stoniness, and depth of surface soil. By suitable analytical tech- 
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niques, the effects of all of these on values and yields may be 
established.’ There is great reason to believe, however, that these 
unit soil factors constitute in total a system governing both the 
productivity and value of land. 

A number of advantages would accrue to the use of this system 
as a basis for grading land for appraisal. First, the system has 
a great flexibility, and gradations upon the basis of most of the 
criteria employed may be made as fine as desired or as fine as 
they occur in nature. Second, the system can easily be so designed 
as to avoid many of the complexities arising because of the need 
of determining the normal type of farming, the average level 
of efficiency, and the terms of land tenure. Third, effects of past 
cropping and of past methods of farming, as these are related 
to soil fertility, are reflected in the data. And finally, appraisal 
using such a system would be founded firmly on the precept of 
predicting future yields upon the basis of data designed specifi- 
cally to serve for such a purpose. Before the system may be 
most effectively developed, however, a great additional amount 
of work needs to be done by agronomists, soils men and econo- 
mists to link measures of these and other unit soil factors to 
variations in yields and values. 

The system has certain distinct and undeniable limitations, 
some peculiar to itself and others shared with other systems. The 
difficulty most nearly its own is that resulting from a lack of 
basic data of a specific character, as noted above. Other or 
alternative methods are, however, hardly free from this fault. 

Secondly, while apparently possessed of great flexibility, the 
method cannot be used indiscriminately over large areas with 
varying climatic complements and farming systems. In Missouri, 
the cotton counties present a special difficulty. Neither yields 
nor values for such counties fall securely within the pattern of 
relationships as determined for other counties with more ‘‘nor- 
mal’’ types of farming. Apparently, adjustments will need to be 
made for broad belts of farming types such as corn, cotton and 
wheat and other belts, but not for minor variations within the 
broader systems, as noted upon the traditional state type of 
farming maps. 

Third, such grading accomplishes only one thing in a situation 
demanding the accomplishment of a number. That is, it grades 
land upon the basis of certain tangible inherent characteristics 
of the land itself, but does not take account of those features of 


yenship Average = Lané Values. 
of 1950. 


7 For an extended discussion of the effects of all these unit soil factors on values, see Mis- 
souri Agricultural Experiment Station Research Bulletin No. 229, ‘‘Factors Affecting the Farm 
Land Values in Missouri (From an Appraisal Viewpoint)” by the author. 
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the setting of the land (the external factors) that also affects 
its value. There is reason to believe, however, that such grading 
would go far toward establishing what may be called earnings 
value, leaving only certain additions or subtractions to be made 
for subsidiary considerations, such as those arising from the 
influence of ‘‘location and home uses,’’ in the words of the 
Appraisal Sub-Committee of the National Joint Committee on 
Rural Credits.*® 

At times these adjustments arising from a consideration of 
external as contrasted to inherent features are of transcendent 


\F 


Distance from Kansas City - Miles 


Fic. 6. South and east of Kansas City there is a large block of quite uniform 
land. Effects of increasing distances from this metropolitan center on land values 


may, therefore, be accurately judged. After a distance of 25 miles, additional effects 
are small, 


importance. Thus, location near a metropolitan center confers 
such a powerful economic advantage that all other influences pale 
into insignificance. Yet, even such powerful forces exert them- 
selves in an overwhelming degree only for short distances appar- 
ently. Thus, the influence of Kansas City, Missouri, a city (in- 
cluding the adjacent Kansas City, Kansas) of not far from half 
a million people, on land values in its vicinity extends for a very 
moderate distance. After about 25 miles the sway of the inherent 
factors again dominates the scene, and land at a distance of 40 
miles is only a little less valuable than that 25 miles distant, as 
is apparent from Figure 6. 

The portion of values influenced or established upon the basis 
of these inherent factors is, therefore, in most Missouri counties 
at least, the greatest portion, and for the most part, it is appar- 
ently justifiable to regard ‘‘location and home uses’’ influences 


_ 8 See, for instance, p. 487 of the August number of the JOURNAL OF FARM ECONOMICS in 
which Mr, Hudson Burr takes a related stand. 
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as adjustments to be made after a foundation value has been 
established upon the basis of these inherent factors. 

Finally, however, certain aspects of soil and land dynamics 
must be considered to round out the picture. The most insidious 
features of physical deterioration of land and soil in much of 
the United States is erosion. No appraisal is complete until some 
forecast of depreciation from this source has been made. In other 
words, it is needful not only to establish the grade of land upon 
the basis of these unit factors, but to take account also of the 
stability of the grading. 
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LAND UTILIZATION IN NOVA SCOTIA 
W. V. Lonciey 


Truro AGRICULTURAL CoLLEGE, Truro, Nova Scoria 


History of Early Settlement 


The utilization of land in Nova Scotia goes back to the time 
of the early settlements on this continent as part of Acadia, Port 
Royal was founded in 1605 with 44 settlers. In the succeeding 
years of the French occupation, settlements followed the tidal 
rivers. Thus it was that the early settlements were largely con- 
fined to the land along the Annapolis River, extending from Port 
Royal east; along the rivers flowing into Minas Basin, namely, 
Habitant, Canard, Cornwallis, Gaspereaux and Avon; in the 
vicinity of Truro on either side of Cobequid Bay; and in the 
Amherst district. It was in these areas that fertile lands along 
the tidal rivers were dyked and the Acadians prospered on farms 
producing hay, grain, cattle, and sheep. There was a demand in 
the military settlements of the province for any produce avail- 
able for barter. 

Following the final capture of Port Royal by the English by 
troops from New England in 1710 and the re-naming of it as 
Annapolis Royal, a few English settlers entered the province. 
It was in 1753 that the first German settlers were settled in 
Lunenburg County. These were largely disbanded soldiers fol- 
lowing the wars in Europe. Following the expulsion of the 
Acadians in 1755, English settlers entered the province from 
the New England Colonies occupying the lands made vacant. 
Thus it was that the richest lands in the province, including what 
is commercially known as ‘‘The Annapolis Valley’’ and the dis- 
tricts around Truro and Amherst, were occupied by Pre-Loy- 
alists. These at a somewhat later period were joined by Loy- 
alists. It was towards the close of the 18th Century that Scotch 
settlers started to enter the province in numbers, occupying 
Pictou County and the territory to the east, also extending west- 
ward into Cumberland and Colchester Counties. 

Other than in the areas which were settled by the Acadians, 
in the early settlement of the country, settlers were not looking 
for farm lands but rather for a home where they could fish, hunt, 
and obtain firewood. Small areas were cleared for the raising of 
vegetables and some feed for live stock. In most settlements in 
Kastern Nova Scotia, little attention was given to increased pro- 


duction of farm produce; rather, living was obtained from other 
sources. 
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Many of the Acadians who were expelled found their way 
back to their native shores but the lands left by them had already 
been occupied by the English and they were forced to make their 
settlements in Clare and Pubnico districts in the west, and Rich- 
mond and North Inverness districts in Cape Breton. Here their 
descendants are to be found today. They are attempting to make 
a living, not from farming on rich dyked lands but from small 
plots of land together with fishing, lumbering, and, for many 
years, work obtained on Gloucester fishing vessels and in the 
industrial area of the New England States. 


Concentration of Agriculture 


The total land area of Nova Scotia amounts to some thirteen 
and a quarter million acres, of which approximately one-third 
is in farms.’ This small percentage in farms is accounted for 
by the fact that Nova Scotia is a rugged, hilly country, with a 
range of mountains extending throughout the length of the penin- 
sula which juts out from the mainland of North America into the 
Atlantic, while the island of Cape Breton on the north-east is 
rugged and hilly. South of the central water-shed, there is little 
good farm land and farms generally are small. North of this 
water-shed are the fertile valleys along the rivers which flow 
into the Northumberland Strait and the Bay of Fundy. It is 
particularly along the upper waters of the Bay of Fundy, in 
the rivers flowing into Chignecto Bay, Cobequid Bay, Minas 
Basin and Annapolis Basin that occur the phenomenal tides 
which have made possible the large dyked land areas in these 
districts. The extent to which the agriculture of the province 
is to be found in the counties of Annapolis, Kings, Hants, Col- 
chester and Cumberland, which contain the large areas of dyked 
lands, is shown by the fact that these five counties, together with 
Pictou, have one-third of the rural population of the province. 
These six counties’? account for two-fifths of the occupied farms 
and two-thirds of the improved area, area in field crops, roots 
and milk produced. They account for nearly three-fourths of the 
grain produced; three-fourths of the small fruits, as strawber- 
ries and raspberries, a like proportion of the butter-fat sold 
through the creameries, and of the fertilizer used. Over one-half 
of the potatoes are produced in these counties and approximately 
one-half the dairy cows, the swine, poultry, eggs sold and chicks 


1Seventh Census of Canada, 1931, Dominion Bureau of Statistics. Census data used 
throughout the article or material adapted from census data. 


, — are eighteen counties in the province. The six given contain 36.7 per cent of the 
and area. 
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raised. They produce, though, only one-fourth of the sheep, as 
Antigonish and Inverness Counties, one on the mainland, the 
other on the Island of Cape Breton, are the two principal sheep 
producing counties. 

The concentration of the apple producing industry in the three 
counties, Annapolis, Kings, and Hants, is shown by the fact 
that more than 90 per cent of the apple production of the prov- 
ince is in these three counties. The greater concentration of the 
apple industry as compared with 50 years ago is shown in that 
only 73 per cent of the production was in these counties in 1880. 
Thus, apple production is largely confined to the area known 
commercially as ‘‘The Annapolis Valley’’ which includes the 
valleys of the Annapolis, Habitant, Canard, Cornwallis, Gas- 
pereaux, and Avon rivers. Most of the producing area is pro- 
tected on the south by the central water-shed and on the north 
by the North Mountain. 


Diversity of Agriculture 


The wide diversity of agriculture cannot be better illustrated 
than in the number of dairy cows per farm. The average for the 
province per occupied farm is 2.7, ranging from 1.2 in Queens 
County to 4.7 in Colchester County. Queens County is in the 
south-western part of the province, next to Shelburne and on the 
south side of the central watershed. Colchester County includes 
the Truro district at the head of Cobequid Bay, as well as the 
Setwiacke Valley and part of the Shubenacadie Valley. It also 
includes considerable areas of marginal lands and timbered 
country. The average number of cows kept by the 70 farmers 
honored as ‘‘Scotia Banner Farmers’” is twelve and included 
in this number are several apple growers keeping only two or 
three cows. This number includes herds with a range up to 
forty-two cows. While the average farmer only raises enough 
potatoes for his own use, one of the first ‘‘Scotia Premier Far- 
mers’ to be so honored in the provincee—C. C. H. Katon—one 
year had seventy acres, while 8S. B. Chute, Berwick, has some 
130 acres in orchard. The wide diversity in types of farming 
and methods of cultivation aids in making Nova Scotia an attrac- 
tive tourist country and more and more the attention of the 
Government and the people is being turned to the development 
of the tourist trade. 


_ A project somewhat similar to the ‘Master Farmer” movement conducted jointly by the 
Nova Scotia Department of Agriculture and the Nova Scotia Farmers’ Association. Two classifica- 

tions are recognized, ‘“‘Scotia Banner Farmer” on a county or district basis, and “‘Scotia Premier 
armer’’ on a provincial basis. 
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Forest Areas ince, 1 
Nova Scotia has always been a wooded country and much of it to wh 
should remain so due to the rocky character of the central water- by bo 
shed extending throughout the province, the hilly topography of relatt 
much of the country and the limited area suitable for farming. | ™ °™ 
The forests have been ruthlessly destroyed and as early as 1912 whiel 
warnings were given as to the results of such destruction. Dr. § § P™ 
B. E. Fernow, in his report to the Dominion Commission of Con- § ™ ot] 
servation in 1912, has the following :* — 
When it is realized that fully two-thirds of the area of the Province sack 
consists of non-agricultural land covered with forest growth or not fit 
for any other use than timber growing, and that this forest resource, which on th 
furnishes not less than four to five million dollars in value of product done 


annually, is in danger of exhaustion within the next two decades, the im- 
portance and propriety of the inquiry into the character and possibility 


of continuing it, can hardly be questioned. Pi 
There is little place in the province for planting forest trees § two ; 
as land uncultivated tends to be reseeded from the neighbouring ing | 
forests. There is, however, urgent need for a very definite pro- lumb 
gram for the protection of the forests and the conservation of § area 
this valuable asset. In a report by the Dominion Bureau of Sta- § (oy; 
tistics as to the wealth of Nova Scotia for 1927, agricultural wealth that 
is given as comprising 20 per cent of the total wealth of the prov- coun 
ince, while forests, including the estimated value of accessible grac 
raw materials, pulp wood and capital invested in woods opera- valle 
tions, comprise 8.2 per cent of the total wealth. and 
It has been stated that occupied farms make up one-third of § poy 
the land area of the province. The improved area is even less, mun 
comprising one-fifth of the occupied area or only one acre out F 
of fifteen of the land acreage of the province. Three-fifths of the ares 
occupied area is in woodland and this area accounts for 11.6 in 0 
per cent of the total value of farm products. The importance of aere 
this value in different parts of the province varies widely, as in sma 
many districts lumber is a greater source of income on occupied the 
farms than farm products. iner 
Blueberry Barrens 

There are areas in many districts of the province not adapted ties 
to reforestation which are classed as barrens. It is on many of sho 
these barrens that blueberries are produced. In the territory dur 
adjacent to Yarmouth, in the extreme western end of the prov- cul: 
“Forest Conditions of Nova Scotia” by B. E. Fernow, a report to the Dominion Com- far 
mission of Conservation made in 1912 by B. E. Fernow, LL.D. assisted by C. D. Howe, per 


Ph.D. and J. H. White. p. 2. 
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ince, the blueberry industry has been developed in recent years 
to where it is a sizeable source of income. Shipments can be made 
by boat from Yarmouth to Boston as transportation costs are 
relatively low. Blueberry barrens are burned early in the spring 
in order to give a light burn, thus furthering the new growth 
which will produce a crop the following year. Rotational burning 
is practiced in many districts. While there are areas of barrens 
in others parts of the province, transportation costs to outside 
markets have seriously curtailed this development. More 
recently, at Larry’s River in Guysboro County, the canning of 
blueberries has been started and an excellent pack is being placed 
on the market. The first burning to be practised in this area was 
done the past spring. 
Improved Land 


During the past fifty years, the improved land area has 
decreased in all counties but Cumberland and Pictou. In these 
two counties, there has been an increase of one per cent, indicat- 
ing the clearing of land formerly in forest and a trend from 
lumbering to agriculture. Other counties have decreased their 
area in improved land varying from 6.4 per cent in Colchester 
County to 24.4 per cent in Annapolis County. It should be stated 
that all these counties have large areas of hilly, mountainous 
country, much of which, with the removal of the forests, has been 
gradually vacated, Thus, in Annapolis County, we have a narrow 
valley varying from one to four miles in width with the North 
and South mountains on either side. There are settlements on the 
mountains as at Roxbury that once had a school and other com- 
munity organization which today have no inhabitants. 

Field crops comprise the greater proportion of the improved 
area of the province, amounting to 13.4 per cent of the area 
in occupied farms, while orchards account for 1.1 per cent. The 
acreage as given by the 1931 census shows vineyards, 2 acres; 
small fruits, 939 acres; market gardens, 1,065 acres; indicating 
the minor importance of these crops. The area of these crops has 
increased with the growth of the tourist trade and with the 
inereased urbanization of the province, particularly with the 
growth of the mining districts in Cape Breton and Pictou coun- 
ties. The degree of specialization in the Annapolis Valley is 
shown in that in the 100 farms included in the farm survey made 
during the three years, 1929-31 inclusive, by the Dominion Agri- 
cultural Economies Branch, 15.6 per cent of the area in occupied 
farms was in orchard. All crops on the 100 farms totalled 37.4 
per cent of the occupied area. 
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The average acreage per farm is 109.1 acres. This is not a 
good measure of the size of the farms. Prince Edward Island 
has an average acreage per farm of 92.6 acres. The improved area 
is 59.5 acres per farm, while the improved area in Nova Scotia 
is only 21.4 acres. This is an indication of the difference in the 
topography of the two provinces. A large proportion of Prince 
Edward Island is tillable, while the farms are of sufficient size 
for live stock and field crop production. In Nova Scotia there is 
a large proportion of rough land which makes for very small 
areas of improved land, thus greatly restricting farming opera- 
tions. This area varies greatly in different counties. Cumberland 
County, with its sizeable areas of dyked and intervale lands, 
has an average area of 42.2 acres in improved land per farm, 
while Pictou County has 40.9 acres per farm. These are the two 
counties, both along the North Shore, which have increasel their 
acreage of improved land per farm during the past fifty years. 
Contrast them with Shelburne County, in the south-western part 
of the province and on the south side of the central water-shed, 
with only 4.7 acres improved land per farm and Richmond 
County, the south-western county on Cape Breton Island, with 
5.6 acres per farm. This indicates how essential it is that farmers 
in these areas have other means of livelihood, as fishing or 
lumbering, or follow a very intensive system of farming, special- 
izing in poultry or truck crops. 


Area Potentially Tillable 


On the 163 farms included in the Antigonish County survey 
of 1935 the average cropped land per farm was 25.7 acres.’ A 
slightly larger area, averaging 27.5 acres per farm, now in woods 
or pasture was reported as being capable of being tilled. Were 
this brought under cultivation, this would mean an average of 
slightly more than 50 acres per farm of tillable land in the area 
included in the survey. This is an indication that in parts of 
the province there are still uncultivated areas available for 
cropping. 

In the Boisdale survey in Cape Breton County, the cropping 
area per farm averaged 13.7 acres, while the woods or possible 
potentially tillable area averaged 6.4 acres.° This is in a district 
that borders on Bras d’Or Lake with the range of hills extending 
to the lake front. There are no areas of intervale or of low-lying 


5 Antigonish County, Nova Scotia. A Study of Land Utilization, Farm Production and 
Rural Living, Nova Scotia Department of Agriculture Bulletin 118, p. 17. ¢ 

6 The Boisdale District, Cape Breton County, Nova Scotia Department of Agriculture 
Bulletin 119, p. 5. 
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lands along the streams while farms are small, having been 
cleared along the lower levels of the range of hills. Thus, the 
possible area of cultivated land is very limited. 


Field Crops 


Hay comprises the greatest proportion of the field crop area, 
accounting for 73.2 per cent; nor does this vary so widely from 
county to county, the range being from 62.6 in Guysboro County 
to 89.5 in Queens County, both counties being south of the central 
water-shed. This large proportion is accounted for by the area 
of dyked land, intervale and meadow, and the hilly character 
of much of the upland making it unadapted for cultivated crops. 
Grain, particularly oats, accounts for 18.3 per cent of the field 
crops; potatoes, 3.9 per cent; roots, 1.5 per cent; grain for hay 
and summer feeding, 1.3 per cent; corn for fodder and other 
fodder crops, 1.7 per cent. The climate is particularly adapted to 
oats. All too often wheat rusts or fails to fill properly, hence, the 
acreage always has been limited. Barley has failed to become one 
of the generally grown crops, although its production has been 
encouraged, particularly for hog feed. Commercial potato areas 
are largely limited to the district between Port Williams and 
the Bay of Fundy, in Kings County, and to the area below Truro 
on either side of Cobequid Bay. The cool climate and lack of hot 
nights has resulted in very little corn being grown; in fact, the 
acreage is not as much as it was 50 years ago. Roots, a cool cli- 
mate crop, are taking the place of corn as a succulent feed but 
the acreage has never been large, although it is increasing. While 
swedes, or what are more commonly known as turnips, make up 
a large part of the root crop, mangels are becoming more popu- 
lar, particularly in dairy sections. 


Relative Importance of Farm Products 


The valuation of farm produce as given in the census of 1931 
indicates further the relative importance of different products. 
Field crops comprised 38.8 per cent of the total value and animal 
products 24.9 per cent. If stock sold alive and stock slaughtered 
are included, live stock accounts for 34.7 per cent of the total 
value. Fruits and maple products comprised 10.4 per cent of the 
total; forest products 11.6; vegetables, 3.9; and greenhouse, hot- 
house and nursery product, 0.5. While live stock, particularly 
dairying, is the outstanding agricultural industry of a consider- 
able part of the province, this is not true in the fruit sections 
of the Annapolis Valley. In the 100 farms included in the 1929-31 
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economic survey, 67.8 per cent’ of the returns were from apples, 
indicating the important part which they take in the farm 
economy of the Valley. 

Land Tenure 


Most farmers in Nova Scotia own their own land and for the 
most part it is passed on from generation to generation, many 
farms still being owned by descendants of the first settlers. The 
census gives the percentage farmed by tenants at 2.7 per cent, 
nor has this varied much over a period of forty years. The 1931 
census gave the proportion of ‘‘part owners, part tenants’’ at 
3.1 per cent, which is a slight increase over previous census pe- 
riods. It is interesting to note that many of the men named as 
‘*Scotia Premier Farmers’’ and a considerable number of those 
named as ‘‘Scotia Banner Farmers’’ are men who have pur- 
chased part or all of their farms, or men who have spent part 
of their lives other than on the farm or in other sections of the 
country. One man named as ‘‘Scotia Premier Farmer’’ was born 
in Great Britain, has lived in Virginia, farmed in British Colum- 
bia, and purchased his present farm only a comparatively few 
years ago, at the time placing a mortage on it which since has 
been paid. Another man named as ‘‘Scotia Premier Farmer,”’ 
when still quite young, went on a ranch with his brother in 
Kansas, later he joined the gold rush to the Yukon, but now is 
on the old homestead. It would appear that the experience gained 
by these men in other occupations or other parts of the country 
has been of very material advantage to them in successfully 
meeting the conditions of present-day farming. 


Mortgage Indebtedness 


Of the 39,444 occupied farms in the province, 4,049 are mort- 
gaged or 10.27 per cent according to the 1931 census. It should 
be stated that in most counties the farms are not of sufficient 
commercial importance to warrant the placing of mortgages, 
hence are not attractive to investors. This is not true of the 
Annapolis Valley apple district. Kings County, which produces 
more than three-fourths of the commercial apple crop of the 
province, leads in mortgages with 36.9 per cent of the farms 
mortgaged, these carrying $3,130,100 or 47.6 per cent of the 
total farm mortgage indebtedness of the province. Annapolis 
County comes second with 15.5 per cent of the mortgaged indebt- 
edness and Hants County third with 11.2 per cent. The three 
so-called Valley counties thus have 74.3 per cent of the farm 


t Agricultural Economics Branch, Dominion Department of Agriculture, data. 
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mortgage indebtedness of the province. Considering the com- 
mercial importance of apples and the large business based on 
this industry, one can well understand why this district has such 
heavy loans. The second district in mortgage indebtedness is 
the milk area extending through the Truro, Stewiacke and 
Shubenacadie districts. This is shown in that Colchester County, 
the largest dairy county, comes fourth in the farm mortgage 
indebtedness of the province with 7.3 per cent. 


Abandoned Farms 


Abandoned farms are a real problem in many parts of Nova 
Scotia, not that the vacating of these so-called farms has had 
much effect on commercial agriculture but rather because, with 
the closing out of farms, we have many schools with only a very 
limited number of pupils and many roads without sufficient set- 
tlers to warrant their maintenance. The census data places the 
number of vacant farms in the province at 3,064 and in Antig- 
onish County at 145.* This is inadequate as shown in Antigonish 
County study where the survey indicates 627 vacant farms or 
25.6 per cent of the farms of the County.’ In this County, as 
well as in many others, whole districts have been depopulated, 
while others are partially so. There are eight schools in the 
County with less than ten pupils. Much of the abandonment has 
been the result of the settlement of large areas of land unsuited to 
agriculture. Under the self-sufficing system of the early period 
of settlement, it was possible for men to maintain their families, 
living to some extent from fishing and lumbering; manufactur- 
ing, at home or in the community, the clothes, shoes, farm imple- 
ments and like materials required; producing the necessary food 
stuffs on the farm or obtaining them from the forests, the 
streams, lakes and ocean. 

Summary 


Nova Scotia is one of the oldest settled parts of North America. 
Its agriculture goes back to the early settlement of the country 
when the Acadians occupied the rich lands along the rivers 
flowing into the Bay of Fundy. These rivers, due to the high 
tides, made possible the reclaiming of what are still the most 
fertile lands in the province. These lands although in other own- 
ership have remained the greatest hay and grain producing areas 
of the province. Much of the province is hilly, mountainous coun- 


_*Seventh Census of Canada, Dominion Bureau of Statistics. Nova Scotia, Census of 
Agriculture, p. 37 


* Antigonish County Bulletin, p. 66. Data supplied by Municipal Clerk, Donald Chisholm. 
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try which, with its rocky character, makes it unsuited to agri- 
culture. Thus, forests should remain one of the important assets 
of the province. 

The Annapolis Valley is an important apple producing dis- 
trict, with the fruit district protected by the mountains. Damage 
by frost is usually limited, due to the proximity of the water and 
the lateness of the spring which is held back by the ice fields 
off the coast in the early spring. Production of blueberries on 
the barrens is being furthered. The small area of improved land 
per farm is causing agriculture to turn to a more intensive sys- 
tem of farming, specializing in fruits, poultry, and truck crops, 
Pasture improvement, fertilizing of hay lands, and the growing 
of more roots and forage crops, are giving a better background 
for the main agricultural industry, dairying. Climatic conditions, 
a heavy rainfall with a cool summer, are an aid to this program. 


I 
E. 
Ir 

the 
fror 
the 

thos 
inve 
pro 
live 
ma 

S00 
che 
the 
sett 
too 
cos 
pre 
inv 
rev 
lan 
che 
po: 

th 
me 
th 
pa 
Re 
We 
gi 

a] 
C0 
fe¢ 

lar 

tw 
ch 


IRRIGATION POLICIES AND PROGRAMS IN THE 
NORTHERN GREAT PLAINS REGION 


SHERMAN EK, JoHNSON 
BurEAU OF AGRICULTURAL EconoMIcs 


Early Irrigation Development in the Northern Great Plains 


Irrigation in the Northern Great Plains was first developed by 
the ranchers and other early settlers who appropriated the water 
from the most accessible streams and diverted it for watering 
the adjacent valley lands. Water, for the most part, was free to 
those who used it, and the crude ditches and flumes required little 
investment except labor. Under such conditions irrigation 
proved profitable, both for producing a winter feed supply on 
livestock ranches and for growing food crops to supply the local 
market towns and mining centers of the region. 

Bountiful crops were raised on land irrigated in this way, and 
soon outside capital was attracted into the business of buying 
cheap, semi-arid land, contructing an irrigation system for it, 
then subdividing it and selling it to the westward stream of 
settlers. The private irrigation promoters were in most instances 
too enthusiastic in their undertakings. Estimates of construction 
costs were not carefully made, poor lands were included in the 
projects, and possibilities were almost always overstated to 
investors. Many ventures failed, and the irrigation systems 
reverted to bondholders who finally were forced to take what the 
landowners were willing to give in the way of construction 
charges, or otherwise take over lands which they were not in a 
position to use. 

The failure of some private irrigation enterprises did not dim 
the enthusiasm of residents in this region for irrigation develop- 
ment. They joined with other western states to seek the aid of 
the federal government, and in a period when agricultural ex- 
pansion was welcomed as a natural development, the federal 
Reclamation Act was passed.’ 

In the early period of federal reclamation enthusiasm, lands 
were surveyed for federal projects with major consideration 
given only to the possibility of irrigation construction and the 
application of water. Very little thought was directed to the 
cost of applying the water in proportion to probable income per 


1The Reclamation Act (passed in 1902) provided for construction and development of 
federal irrigation projects out of a revolving fund created from the receipts of sale of public 
lands, to which has since been added receipts from oil and mineral leases. The construction 
cost was to be repaid by the settler (originally on a ten year plan, but this was extended to 


p a Fae and later to an even longer period) but no interest on the investment was to be 
charged, 
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available water was not being used. 


The table below indicates the situation of federal projects in 
1927: 


TABLE 1. IRRIGABLE ACREAGE AND ACREAGE ACTUALLY IRRIGATED ON BUREAU OF 
RECLAMATION PROJECTS IN THE NORTHERN GREAT PLaIns REGIon—1927* 


; Irrigable** Irrigated Per cent of Irrigable 
State and Project Acreage Acreage Acreage Irrigated 


Montana 


55,890 13.080 23.4 
Montana—North Dakota 

Lower Yellowstone............ 58,250 15,630 26.8 


Nebraska— Wyoming 


South Dakota 
Belle 74,470 26.570 35.7 


* Data from annual report of the Secretary of the Interior for fiscal year 1928 on lands covered by crop 


census. 
** Area for which Bureau of Reclamation was prepared to supply water. 


Three important reasons can be given for the low proportion 
of land actually irrigated in 1927 on some of these projects. First, 
the length of time which the project has been open is an impor- 
tant factor. Even under more favorable agricultural conditions 


2Irrigation district laws provide for bonding the district for irrigation construction and 
making the bonds a first lien on the land. Irrigation construction and maintenance charges 
are then collected as an annual tax on these lands, along with other real estate taxes. The 
funds so received are turned over to the irrigation district. 


acre, the adaptability of the soil for irrigation, and the potential settl 
market for the crops grown. The ill effects of disregarding such § Ss I 
basic requirements for success were already apparent on some of § “At 
the early projects when the World War came on, but the resulting land 
rapid rise in food prices gave a new stimulus to irrigation. A 9 twe! 
period of dry years on some of the non-irrigated lands of the re- § The 
gion, beginning with 1917, also renewed the interest of local com. § befo 
munities in irrigation development. Some private construction § cent 
was again undertaken, and irrigation districts were organized A 
under state laws to finance construction of projects on areas of § Dilit 
privately-owned lands.’ of | 
The Stiuation from 1920 to 1929 tn 

The combination of forces mentioned above brought a con- §  tior 
siderable amount of land under irrigation shortly preceding or far 
following the post-war deflation. Although there was some settle- y. 
ment on nearly all of the new projects, large acreages of irri- the 
gable land remained undeveloped during the twenties, and much per 
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settlement has been slow on irrigation projects. R. P. Teele in 
his book ‘‘Economies of Land Reclamation,’’ concluded that 
‘‘American experience has been that about 50 per cent of the 
land in all irrigation enterprises will be irrigated at the end of 
twenty years from the beginning of construction.’’ (Page 191). 
The older projects, on which settlement was well under way 
before the post-war deflation came, generally had the largest per- 
centage of utilized land. 

A second factor affecting utilization was the physical adapta- 
bility of the land for irrigation. On many projects large areas 
of land included in irrigation construction are of such low pro- 
ductive capacity that it did not pay to prepare them for irriga- 
tion and apply the water under the prevailing economic condi- 
tions. Some land can be classed as totally unsuited for irrigation 
farming.* 

A third reason for the slow development on many projects was 
the competition furnished by non-irrigated farming during this 
period. Many of these projects were located in areas where grain 
farming without irrigation was successfully practiced in most 
years of the period from 1920 to 1929. Since the pioneer stage of 
irrigation farming in this region is largely grain raising—farm- 
ing small acreages requiring a large amount of labor per acre did 
not appeal to the man who had the alternative of growing grain 
on a large scale outside of the confines of the irrigation project, 
even though the latter choice involved greater risk. 

Very often the technique of the beginner in irrigation farming 
was so poor that his grain yields did not exceed those on adjacent 
non-irrigated lands. The surrounding ‘‘dry land’’ wheat farmers 
had a series of years which, in the light of recent experience, 
would be considered as years of favorable yields and high prices. 
Moreover, adoption of power farming on large units gave non- 
irrigated wheat farms of this region a temporary lead in pro- 
ductive efficiency. The range livestock industry also recovered 
with the upswing of livestock prices in the later years of the 
period. The newer irrigated areas of the region, however, were 
at a standstill—hampered on the one hand by inability to make 
shifts to more intensive lines of production, and on the other 
hand, by inability to improve the technique of producing the 
extensive crop enterprises to compete with non-irrigated farm- 
ing. 

_*The Bureau of Reclamation in recent years has attempted to classify the Iand on each 
project on the basis of its potential physical and economic productive capacity. Some land has 


en thrown out of the irrigable class; on other land of low present productivity construction 
Payments have been suspended. 
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The very intensive types of farming which are practiced on 
some irrigated land in the far west are not feasible in this region 
because of climatic conditions. Lack of experience and necessary 
capital prevented the settlers from shifting even to the moderately 
intensive enterprises, such as dairy cows and sugar beets, which 
are adapted to this region. Forced to the more extensive hay and 
grain farming, the settlers could not under the prevailing price 
level secure returns sufficient to pay the overhead costs. Even 
though interest was not charged on irrigation construction on 
federal projects, the maintenance charges for water, and amorti- 
zation payments on construction constituted fixed charges 
beyond the capacity to pay. With no financial reserves to fall 
back on, many settlers faced a difficult situation and the Bureau 
of Reclamation received appeals for leniency on both construc- 
tion and maintenance charges. 

In the fall of 1923 the Secretary of the Department of the 
Interior appointed a committee to investigate conditions and to 
recommend changes in reclamation policy.* This committee made 
a report of the situation and recommended several changes in 
policy. Aside from proposals for temporary relief on annual 
payments, the principal recommendations were: (1) that repay- 
ment charges be proportionate to the productive capacity of the 
land, and based on a percentage of gross return per acre; (2) 
that payments be suspended on some poor lands and entirely 
written off on the poorest land;® (3) that a credit system be 
established to finance the settlers in making permanent improve- 
ments, and to buy livestock and equipment. It was also recom- 
mended that no new project be started without thorough investi- 
gation of the economic as well as physical factors which might 
influence its development. 


The East-West Controversy on Irrigation Development 


In spite of the difficulties which the newer irrigated areas 
experienced in the years from 1920 to 1929, the Great Plains 
states, along with other western states, continued to urge further 
irrigation development. This illustrates one of the many conflicts 
in interest between different sections of the country. Residents of 
eastern sections severely criticized irrigation development at a 
time when price depressing surpluses were often in the public 
discussion. Farmers outside of the western states termed this 


*The report of this committee was published as Senate Document 92, 68th Congress, 
first session—‘‘Federal Reclamation by Irrigation.” 

Twenty and forty year repayment contracts, as well as contracts providing for payment 
of a share of the yearly crop returns, are now in force. In some instances part of the original 
construction charges have been cancelled. 
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subsidizing of new agricultural development unfair competition. 
To such criticism the West replied that the money which goes 
into the reclamation fund from the sale of the natural resources 
of the West should be spent there. The natural resources of the 
older states were not appropriated by the federal government 
and, therefore, the income from such western resources seems 
to them the rightful property of the West. They maintain that 
the East should not dictate how these funds are spent.® 
Irrigation plays an important part in the trade and develop- 
ment of the region. The railroads, local chambers of commerce, 
immigration bureaus, and other organizations are interested in 
building projects which will be strategic links in the chain of 
developing this or that area. On such bases settlement may be 
desired at any cost without regard to the expenditure of govern- 
ment funds, or even the well being of the potential settler. The 
more intensive farming made possible by irrigation may produce 
a large amount of railroad tonnage, and a comparatively large 
gross income which is spent in the community, without leaving a 
large net income for the individual settler. The more valid argu- 


ments for irrigation development are discussed in a later section. 
(Section 5). 


Irrigation Farming During Drought and Depression (1930-1935) 


Irrigation farming seemed at a disadvantage during the more 
favorable yield and price years, but comparatively, it made a 
very much better showing in the drought and depression years 
that began with the 1930 season in the Northern Great Plains 
region. During this trying period farmers on irrigated land were 
no more successful in meeting the fixed charges for construction 
and maintenance of irrigation structures than in the years im- 
mediately preceding. However, as long as the government was 
willing to wait for payment on these items, irrigation farming 
made a favorable contrast to either dry land farming or ranch- 
ing. Whereas the weaknesses of irrigation farming were brought 
out in the previous period, its points of strength became appar- 
ent during the drought and depression. 

Only those who have lived in farming areas which periodically 
experience total crop failure on the non-irrigated land know what 
an oasis an irrigation project seems in a year of failure on sur- 
rounding land. A crop of some kind, even if sold at low prices, 


*Another argument often used against criticism of irrigation development is that crops 
oo under irrigation, such as western fruits, long-staple cotton, and even sugar beets, do not 
directly compete with crops in non-irrigated areas. Even assuming its validity, this argument 
is only partly applicable to crops grown on the projects in the Northern Great Plains. 
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is vastly better than no crop at all. Moreover, aside from water 
charges (which were usually delinquent), the cash outlay for 
production on small irrigated farms is low in comparison to the 
more highly commercialized dry land farms and _ livestock 
ranches. Even if the income available for family living sank pretty 
low on irrigated farms, it did not totally disappear as it did on 
many dry-land farms—and the shock of reduced income was 
cushioned by growing more products for home use. 

Thus the advantage of being able to produce a crop, even in 
dry years; also the advantages of greater self-sufficiency, and a 
smaller percentage of cash costs (except water charges), aroused 
a new interest in irrigation in the Northern Great Plains. The 
fact that hay and grain produced under irrigation made it pos- 
sible to carry through livestock from the surrounding area that 
otherwise would have been sacrificed was not overlooked. State 
and local chambers of commerce, as well as newly created state 
planning boards, suddenly have become irrigation-conscious. 
Their enthusiasm is not even dimmed by the fact that during the 
extremely dry season of 1934 many irrigation projects were 
short of water. Most of the irrigated land produced some crop, 
even in that year, which was better than none at all; and besides, 
it is reasoned, more adequate water storage could and should be 
provided. 

This increased irrigation enthusiasm has resulted in a deluge 
of applications to federal agencies for development of irrigation 
projects, with the expectation that they be financed with federal 
funds appropriated for public works and for emergency work 
relief. Several large projects already have been approved for 
construction. However, it would seem that before a wholesale 
program of this type is adopted irrigation development should be 
carefully analyzed and evaluated, both in relation to a sound 
national land policy and in relation to the economy of the region. 
This should be followed by a detailed analysis of each specific 
project. 


The Place of Irrigation in a Land-Use Program for the Nation 


It is to be expected that when large expenditures are being 
made for public works, irrigation development should be sug- 
gested as one type of federal construction. From a national 
standpoint irrigation proposals should be evaluated on the basis 
of whether they will contribute more or less to national welfare 
than other public works proposals involving equal expenditure. 
To arrive at a fair decision on this question is admittedly difficult, 
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and public works projects are not often approved on such a basis. 

No attempt will be made here to compare irrigation development 

with other public works proposals." 

It may be worth while, however, to mention some of the factors 
which, from the standpoint of national land policy, should be 
considered in connection with irrigation development. 

While students of land problems seem to agree that over a 

* period of years more good agricultural land should probably be 

. brought into production, they also agree that for the present, 
the land under cultivation is more than sufficient to supply the 
agricultural products for which there is effective demand in 
this country (including the much reduced export demand). If 
this view is correct, bringing new land under irrigation now will 
only result in contributing to a burdensome surplus, unless at 
the same time some steps are taken to offset such effects. 

In the summer of 1933 the national administration announced 
that it would offset the funds allocated to reclamation with funds 
to be used for retirement of land unsuited for farming. More 
recently this intention has been stated as a policy of retiring ten 

acres of poor land for every acre of new land brought under 
) cultivation.* Such a policy, if carried out, would obviously offset 
any tendency toward increasing the agricultural surpluses from 
bringing more land under irrigation. 

A national policy of placing more land under cultivation, at 
the same time as other land is being retired requires adequate 
justification. The social reasons for such a program are probably 
the most important. While it is true that farming more produc- 
tive land will result in greater efficiency of production, this is 
important only as it results in better living, first for the people 
immediately concerned, and second for the country as a whole. 
Under conditions resulting in over-production, the benefits of 
such increased efficiency would redound largely to the non-farm 
groups. The increased production would at the same time have 
an adverse effect on other farming areas. However, if it is 
granted that it may be nationally desirable to retain a consider- 
able population on farms in order to provide a broader base of 
comparative social and economic security, or if it is admitted 
that lack of industrial opportunities compels large groups to 
remain on farms that formerly would have moved to the cities, 


TIt is doubtful that such a comparison can be made except by passing broad judgment 
on the relative value to the nation of a proposed irrigation development versus new courthouses, 
Post offices, schoolhouses, or other construction proposals in the same region. The comparison 
should be limited to the same region because of the necessity for distributing employment on 
4 geographic basis. 

e, See illustrated circular entitled “The Resettlement Administration,” September, 1935. 
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a subsidy to agriculture may be justified in order to improve the 
attractiveness of farming as a mode of life. Such a subsidy might 
well take the form of gradually shifting agricultural production 
from the poorer to the more productive land. Bringing produc. 
tive land under irrigation to offset retirement of poorer land 
would be one means to this end.® In order to accomplish its pur- 
pose, however, such a program should definitely result in better 
living for the farm family—in more desirable home surround. 
ings, in more farm products available for home use, in greater 
purchasing power for non-farm goods, in more leisure for the 
family, and in greater security for the farm home. 

Properly planned and well constructed irrigation projects can 
furnish much more desirable home surroundings, for instance, 
than most of the non-irrigated land in the Great Plains region. 
They will usually be located in the valleys where more shelter 
is afforded than on the open plains. Water will be available for 
growing trees and shrubs to beautify the farmstead. An assured 
water supply also makes possible the production of a greater 
amount and variety of products for direct use in the farm home. 

Providing more efficient production is actually achieved with- 
out creating a price-depressing surplus, a greater purchasing 
power for non-farm goods should result. Greater leisure could 
then also be attained, but the type of farming usually practiced 
under irrigation makes this effect improbable. Compared with 
non-irrigated farming in Great Plains areas, the added protec- 
tion against crop failure will certainly result in greater security 
for the farm home. It follows that greater stability of production 
will be achieved, which will tend to reduce the alternation of 
crop surpluses and shortages which characterize the production 
of wheat and some other staple crops. 

Moreover, farming under irrigation usually means smaller 
units and thus a more compactly settled community, with the re- 
sult that savings can be effected in the construction and mainte- 
nance of cultural institutions such as roads, public utilities, and 
schools. 

On the other side of the ledger, it must be recognized that 
the least expensive irrigation projects have already been con- 
structed, except for some of very limited size. The larger proj- 
ects which are still feasible are likely to entail prohibitive 
construction charges unless they involve other uses, such as 


®It should be mentioned that the government is already subsidizing irrigation development 
by not charging interest on construction costs, 
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power development, flood control, etc., to which a part of the 
cost can be legitimately charged. 

The most valid arguments for including irrigation develop- 
ment in a national program of public works are based upon the 
need for irrigated land to utilize more fully and more safely the 
other natural resources of the region. Surrounding most irriga- 
tion projects, especially in the Northern Great Plains region, are 
large areas of range land which cannot be safely utilized without 
production of roughage to supplement the winter feed on the 
range. Irrigation development to produce such roughage results 
in fuller utilization of range resources, and adds security to the 
ranching enterprise. Often irrigated valley land can be worked in 
combination with dry farming on adjacent bench land and in that 
way adding stability to what would otherwise be a hazardous 
enterprise. Frequently irrigation projects produce the fresh 
fruits and vegetables for the mining towns and other trade cen- 
ters of the region. If such bulky food products had to be shipped 
long distances, they would sell at prohibitive prices. From a 
national standpoint, irrigation development which supplements 
and stabilizes the use of other resources which are needed in the 
economic life of the nation is probably fully justified. 


The Place of Irrigation in the Agriculture of the Northern 
Great Plains 


Irrigation development in the Northern Great Plains region 
should be evaluated on the same bases as for the country as a 
whole. However, there is an acute need in this region for read- 
justments which will stabilize the return from the agricultural 
resources to the end that greater security may be achieved for 
the farm home. The ill effects of past policies concerning home- 
steading and land development are probably more evident here 
than in any other region. Settlers are left stranded on units of 
land too small for livestock ranches—often too small for suc- 
cessful dry farming even in low risk areas, and certainly too 
precarious for continued dry farming operations, considering 
the yield expectancy of the areas where they are located. 
Families thus stranded during drought and depression: have 
maintained themselves through public subsidies such as feed 
and seed loans, real estate loans, Red Cross aid, and direct relief. 
It would seem that a more positive attack on this problem would 
be preferable to these emergency makeshifts. If irrigation de- 
velopment can be made to contribute to the needed readjustment, 
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it should be given its proper place. A program of irrigation 
development to supplement the dry farming and ranching re- 
sources, combined with a shifting of the higher risk dry-farming 
land to a grazing use appears to be a sound readjustment in 
many areas of this region. 

The greatest contribution of irrigation toward stabilizing agri- 
cultural production in the Great Plains can be made by developing 
small irrigated oases which will produce the food and feed crops 
that are needed safely to utilize the surrounding range and dry 


TABLE 2. IRRIGABLE ACREAGE AND ACREAGE ACTUALLY IRRIGATED ON BUREAU OF 
RECLAMATION PROJECTS IN THE NORTHERN GREAT PLAINS REGION—1933* 


: Irrigable** Irrigated Per cent of Irrigabl® 
State and Project Acreage Acreage Acreage Irrigated 

Montana 

134 , 557 46 ,346 34.4 

Montana—North Dakota 

Lower Yellowstone............ 46 ,279 33 ,902 73.3 
Nebraska— Wyomin 

Pree 234 ,609 194 ,451 82.9 
South Dakota 


* Data from annual report of the Secretary of the Interior for the fiscal year ended June 30, 1934. 
** Area for which Bureau of Reclamation was prepared to supply water. Reclassification of “‘irrigable 
land” has resulted in some projects showing less irrigable acreage than in 1927. Additional construction on 
others has resulted in increases over 1927. 


farming land. Irrigation development along these lines would fol- 
low the pattern laid out by the early ranchers and settlers of the 
area. Often these results can be achieved by providing adequate 
water storage and by other development of irrigation projects 
already constructed. 

It may be possible also to develop some larger projects in 
certain favored locations. The cost of such development, how- 
ever, must be closely scrutinized in relation to the production 
and income possibilities of the land. We have already noted 
(Section 2) that in the period of 1920-29 the irrigated areas were 
considered the greatest agricultural problem in the Northern 
Great Plains—now irrigation is considered the greatest boon. 
This complete reversal of attitude may be the cause for suspect- 
ing some over-enthusiasm at the present time. On this point it 
may prove helpful to consider the record of the federal reclama- 
tion projects during the depression years. 

Table 2 shows the irrigable and irrigated acreage in 1933 
for the same projects as given in Table 1 for 1927. The fuller 
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utilization of the irrigable acreage in 1933 is quite striking. How- 
ever, it must not be forgotten that beginning with 1932 Congress 
has for each year, including 1935, found it necessary to grant a 
moratorium on annual payments for irrigation construction. 
Since most operators have taken advantage of the moratorium 
provisions, the cash outlay has been confined to payments for 
operation and maintenance. But inability to meet construction 
payments is not complete evidence that these reclamation proj- 
ects have not been a national asset during this period. It is much 
less of an argument against further irrigation development on 
small projects of the clearly supplementary type. It should be 
recalled that much of the early federal irrigation development 
was on land entirely unsuited for irrigation farming—also that 
little attention was given to the need for balancing the cost of 
irrigation construction and maintenance against the income pos- 
sibilities of the land. In spite of the disregard for such funda- 
mentals, it is entirely possible that if all factors were given 
consideration, the reclamation projects could be shown to have 
been net assets to the region and to the nation. If this is true it 
means, of course, that although the owners and operators of the 
land have not been able to pay the full construction and mainte- 
nance charges the larger community has benefited to a greater ex- 
tent than the payments necessary to reimburse the government. 
The larger gross income from agricultural production resulting 
from irrigation has increased incomes to transportation agencies, 
and to all handlers of farm products and farm supplies. The 
greater stability of income has kept the whole social and economic 
structure of the area on a more even keel. 

The above considerations strengthen the argument for a wider 
distribution of levies to pay the cost of irrigation. Suggestions 
have been made that since irrigation results in more intensive 
farming and a larger gross income for the community, a part of 
the construction cost should be distributed to other groups in 
the area concerned and only a part charged directly to the land.” 

It seems only fair that handlers of farm products and farm 
supplies in an area should be assessed for irrigation construction 
in proportion to their benefits from such development. While it 
might be difficult to institute such a policy to pay for past irri- 
gation expenditure, it should certainly be considered for the pay- 
ment of future development. If this policy were instituted, it is 
quite doubtful that railroads and local chambers of commerce 
would advocate so strongly some of the irrigation proposals for 


% National Resources Board Report, Part II, pp. 193-196. 
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which they are now seeking the investment of federal funds. The 
pressure for decidedly uneconomic ventures would thus be less. 
ened, and the cost burden on the feasible projects would be more 
equitably distributed. 

Recognizing that there are probably very few large projects left 
to be developed in the Great Plains region which are feasible 
solely on the basis of repayment by farm owners and operators, 
the tendency now appears to be one of justifying new develop- 
ment by allocating a part of the cost to power development, 
navigation, flood control, ete. There should be no objection to 
such divisions of the cost, providing they are in proportion to 
the value of the other uses developed, and not only a means of 
hiding a part of a federal subsidy to the community, but it seems 
fair that individuals and the community affected should repay 
in proportion to their direct benefit from the federal investment. 


Evaluation of Specific Proposals 


Specific irrigation project proposals must show income and 
home possibilities for individual farmers at least equal to oppor- 
tunities in other areas in order to merit serious consideration. 
Three criteria are fundamental in evaluating such possibilities— 
First, soil well adapted for irrigation farming; second, an ade- 
quate water supply at all seasons; and, third, water available 
at a charge which is reasonable in proportion to the income which 
can be realized from the products grown. Other factors are in- 
volved, but many of them are tied into the above three. For 
instance, where a project is located close to a market for in- 
tensive crops, a higher per acre irrigation charge can be borne. 
Many existing projects do not meet these requirements. 

The economic analysis, or the balancing of cost and income 
is likely to show much more opportunity for development in 
areas where projects will truly supplement the use of dry farm- 
ing and grazing resources. Small projects of this type will tend 
to stabilize the agriculture of the area. They form an important 
link in the chain of needed land-use readjustment ; which involves 
a shift from hazardous cash grain production to livestock graz- 
ing and feed production, and the development of a proper 
balance between the range land and the irrigated land needed 
for a winter feed base. 

Adherence to the above-named criteria in analyzing specific 
irrigation proposals would undoubtedly result in rejection of 
many suggestions. It would also prevent much unwise govern- 
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ment expenditure, and serve to protect potential settlers against 
exploitation. 
Summary 


Difficulties were encountered on many of the early federal 
reclamation projects because of inadequate attention to adapta- 
bility of the land for irrigation, adequacy of the water supply, 
and its availability at charges reasonably proportionate to the 
income from the land. In spite of such difficulties the West has 
continued to urge further reclamation development, while the 
East has objected to it as unfair competition at a time of price- 
depressing agricultural surpluses. 

Irrigation farming by comparison with dry farming and 
ranching made a favorable showing during the drought and de- 
pression years of 1930-35. While water charges remained unpaid, 
the advantages of being able to produce a crop even in dry years, 
the greater self-sufficiency, and the smaller percentage of cash 
costs (other than water charges) became apparent. These results 
have generated a new irrigation enthusiasm expressed in a deluge 
of applications for development of irrigation projects with public 
works and work relief funds. 

A national policy of placing more land under cultivation at a 
time when other land is being retired requires justification. The 
most valid arguments for irrigation development are based upon 
the need for irrigated land to utilize more fully, and more safely, 
the other natural resources of the region. In the Northern Great 
Plains some irrigation development is needed to provide a win- 
ter feed base for surrounding range land. Such irrigation de- 
velopment, combined with a program of gradually shifting the 
higher risk dry-farming land to grazing uses, will result in a 
safer and more stable agriculture in the region. Specific irriga- 
tion project proposals should be carefully analyzed with respect 
to adaptability of soil, adequacy of water supply, and charges 
in proportion to income expectancy. They must show income and 
home possibilities for individual farmers at least equal to oppor- 
tunities elsewhere in order to merit serious consideration. 


ARGENTINE EXPERIENCE WITH FARM RELIEF 
MEASURES 


Simon G. Hanson 
Wasuinoton, D.C. 


One of the outstanding features of the Argentine recovery 
program has been the increased participation of the government 
in the production and marketing of agricultural commodities. 
Previous to the depression the national agricultural policy was 
limited to encouragement of the expansion of cultivated area; 
instruction aimed at improvement of livestock breeds, crop 
yields, and farming methods generally; tariff protection for cer- 
tain products; and periodic ineffectual protests against alleged 
exploitation of agricultural interests by meat packers and grain 
exporters. The emergency situation created by the diminution 
of export markets and the fall in prices forced the government to 
adopt a series of measures designed primarily for temporary 
relief. These measures included restrictions on output, guarantee 
of minimum prices, alleviation of the mortgage burden, removal 
of surplus stocks from the market, payment of benefits to com- 
plement current prices, negotiations to secure foreign markets, 
and subsidizing of exports. From its earlier goal of relief the 
government has moved to formulation of a long-run policy which 
includes entry into the processing field, reform of grain trade 
methods, revision of the tax system, broadening of the bases of 
export trade, and some measure of continuing attention to the 
adjustment of plant to demand for certain commodities. The 
purpose of this article is to describe the work of the regulating 
boards to which the program has been entrusted. 


The Wme Regulating Board 


In 1926 and 1927 the grape crops were poor and consumption 
normal with the result that stocks were reduced and prices rose 
considerably. Unusually favorable weather conditions and the 
stimulus of prices which in 1927 reached the highest level since 
1920 caused a great expansion in output in the following two 
years. Stocks increased until by January 1, 1930 they totaled 
576,426,000 litres compared with 219,138,000 on January 1, 1928; 
prices touched a low for the decade, the 1929 average being 
$24.28 per 100 litres compared with $44.42 in 1927.* The concen- 
tration of the industry in two provinces which accounted for 90% 
of the national output, and the excessive reliance on the one crop 


1 Wherever the dollar sign appears it refers to the Argentine peso. 
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which comprised over 75% of the value of production in these 
provinces, made the situation especially acute. 

Voluntary associations of wine producers were formed in 
these provinces with the object of raising prices by the removal 
of wine supplies from the market and by the destruction of 
grapes. The plan of operation was as follows: the association 
undertook to buy from grape owners the crops for the period 
1930-33 at $4.50-5.00 (depending on the district) per 100 kilo- 
grams, and from wine producers 60% of wine in cellar of vin- 
tages prior to 1930 and 50% of the 1930-33 production at $5.50 
per hectolitre. ‘‘Exportadores’’ (producers who customarily sell 
wine outside their province) agreed to purchase from the asso- 
ciation all future wine requirements at $14 per hectolitre for 
vintages prior to 1930 and $15 for later vintages. ‘‘Trasladistas’’ 
(producers who sell locally to other manufacturers) were bribed 
to support the scheme by agreements to buy the portion of their 
production and stocks not included in the above arrangement at 
$15 and $14 respectively. The plan was financed by the difference 
between the buying and selling prices of wine. Grape growers 
and wine producers willingly entered into contracts with the as- 
sociations but it soon became apparent that the benefits were not 
accruing to those paying for the scheme. Grapes destroyed were 
paid for at such remunerative prices that growers had no induce- 
ment to decrease production. The price of wine was advanced to 
cover the cost of grapes destroyed with the result that consump- 
tion, elastic and already affected by decreased purchasing power 
in the farming regions, fell off badly; per capita consumption 
dropped from 56.1 litres annually in 1926-29 to 50 in 1930 and 
45 in 1931. Meanwhile the artificial rise in prices stimulated 
grape cultivation in regions outside the associations which were 
not burdened with the cost of the experiment. Realizing that their 
contributions were helping all constituents of the industry ex- 
cept themselves, the ‘‘exportadores’’ in 1932 voted to abandon 
the plan. 

In 1932 the weather conspired to support the market more 
effectively. Frosts destroyed the larger part of the Mendoza 
crop, national production was subnormal, stocks declined and 
prices stiffened. It was only a short respite, however, for in 1933 
the old difficulties reappeared: production exceeded normal con- 
sumption and prices began to fall. Early in 1934 the large carry- 
over and the prospect of a bumper crop caused grape growers 
to appeal for assistance. About 65% of the vineyards are under 
control of wine manufacturers and thus better able to withstand 
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market fluctuations. To aid primarily the other grape growers 
the provincial government of Mendoza resorted once more to the 
device of destroying grapes : $3,000,000 was appropriated to pur. 
chase up to 200,000 tons of grapes from growers not producing 
wine or those producing wine but lacking storage facilities. Un- 
fortunately the quantity of grapes destroyed was insufficient to 
adjust supply to demand, the failure to appropriate enough 
money made the yield to growers from government purchases 
low, and prices in general were not improved. 

With default on loans becoming general in the heavily mort- 
gaged industry the national government late in 1934 attacked 
the problem.’ A law providing for unification of taxes on wine 
eliminated regional differences which had promoted expansion 
in high cost areas, reduced the tax burden and prohibited in- 
creases for ten years.’ On December 20, 1934 a Wine Regulating 
Board was created with authority to expend $30,000,000 to re- 
lieve the market by buying surplus stocks of grapes and wine, 
and to finance a decrease in acreage devoted to vines and the sub- 
stitution of table-grape for some of the wine-grape vineyards. 
The Board is financed by a tax of $0.01 per litre of wine elabo- 
rated during the next six years. 

The Board successfully performed its relief function. In Feb- 
ruary 1935 it announced its intention of buying 3,600,000 metric 
quintals of grapes at $2.20 per quintal; the earlier error of pay- 
ing a price that stimulated production was avoided. According 
to the report of the Board to the Minister of Agriculture in 
August 1935, $7,662,499 was expended in these purchases. 
Another $3,014,203 was invested in loans on 602,841 hectolitres 
of wine to assure its retention off the market. These steps and 
the increase in consumption resulting from general business 
recovery were responsible for a rise in wine prices from $0.04 
per litre in February to $0.055 in August 1935. Also to the credit 
of the Board is the fact that it is operating on an expense basis 
of $0.01 per litre while the voluntary associations of 1930-32 
spent between $0.04 and $0.05. 

In attempting a permanent adjustment of supply to demand 
the Board has aroused a storm of criticism. The Board is acting 
on the assumption that there are from 15,000 to 18,800 hectares 
of vineyards in excess of the normal requirements of the Argen- 


279% of the National Mortgage Bank loans on vineyards and orchards in Mendoza ané 
Tucuman went into default in 1934. 

3Taxes form a very important part of the wholesale price of wine. In 1933 taxes amounted 
to 30% of value of wine shipments (not including containers) from Mendoza and 53% of the 
value of San Juan shipments. 
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tine market.* Thus a prohibitive tax of $1,000 per hectare on new 
wine-grape plantations has been imposed to discourage expan- 
sion. And the Board has offered to indemnify owners of 15,000 
hectares if they will destroy the vines and adopt other crops. 
Preference is to be given to vineyards with small yields or 
affected by phylloxera. With this plan the government flatly 
rejects the theoretical possibility that high cost producers might 
in time be forced to leave the industry through inability to com- 
pete. And it bases its action on the theory which more and more 
influences its treatment of agricultural problems, namely, that 
adjustments by individual producers come so slowly and so 
laboriously that recurring crises would prove a greater strain 
on public funds than a permanent adjustment imposed from 
above and supervised thereafter under the powers reserved by 
the Board to regulate production, to prohibit utilization of part 
of the crops in the event of unexpectedly heavy yields, and to 
limit further the acreage. 


The Grain Regulating Board 


On November 28, 1933 the peso was devalorized by 20% pri- 
marily to aid agriculture and a Grain Regulating Board was 
created to assure the farmer of receiving the full benefit of this 
action. The government reasoned that this would cause a rapid 
rise in internal grain prices to which producers might respond 
with a flood of offers to sell while exporters lowered prices 
abroad in an attempt to unload the grain, with the result that 
world prices and internal prices would be depressed and the 
benefit from depreciation of the peso lost. To prevent that, the 
Board offered to buy wheat, maize and linseed at fixed basic 
prices materially above current prices.’ The Board was in- 
structed not to accumulate grain for speculation but rather to 
liquidate purchases in an orderly fashion; large losses were 
regarded as inevitable. The purchase of crops for storage had 
been considered and rejected on the basis of the North American 
experiences which were denounced by government leaders as 
“seduction of American grain boards by the diabolical inspira- 


*The statistical basis is highly uncertain. The Board calculated normal wine capacity 
of present acreage on the basis of the previous year. A five year average would materially 
reduce this estimate. On the other hand the consumption of wine and the utilization of grapes 
might easily be increased if less water were used in wine which is admittedly inferior because 
of its excessive watering. 

5 Buenos Aires prices, on wagon at dock, were fixed as follows: wheat (basis of 80 kilos, 
average quality) $5.75; corn (sound and dry) $4.40; linseed (4% extraneous substances, aver- 
age quality) $11.50; quotations prevailing previously had been $5.00, $3.78, and $10.40 re- 
Spectively. The usual deductions were made in prices at other ports. Also, wheat suitable for 
European milling requirements was given a higher price than the inferior grades sown mainly 
in Santa Fe and Cordoba. 
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tion of a fantastic speculation whose evil consequences were felt 
the world over.’ A new system of exchange control was intro- 
duced whereby exchange purchased from exporters at a fixed 
price was sold at auction to the highest bidder; profit from ex- 
change transactions was to be paid into an Exchange Margin 
Fund which was intended to cover Grain Board losses as well 
as the additional costs of foreign debt service resulting from 
devaluation of the peso. 

At each rural center an unpaid committee headed by the local 
manager of the Banco de la Nacion was named to handle grain 
purchases. There were 1,046 committees composed of 2,062 
farmers, 35 representatives of co-operative societies, 1,195 grain 
traders, 739 railway executives, and 412 unclassified members. 
Everything possible was done to minimize interference with the 
existing marketing organization. Grain had to be available on 
the premises of railway stations or loading ports at time of sale. 
Exporters agreed to receive and store the grain which facilitated 
the ready acceptance of deliveries from farmers and the market- 
ing of stocks at the Board’s convenience. Grain remained in the 
depot until sold to exporters by the central committee of the 
Board, after which it was graded and moved by the ordinary 
procedure to market. The Banco de la Nacion paid 80% of the 
value of grain at time of purchase, charging the Board for inter- 
est on such advances; the remainder was paid to the producer 
by the Board after re-sale. 

The Board operated mainly in wheat during its first year. Mar- 
ket prices for maize and linseed rose and remained above basic 
prices for most of the period. Only 2.8% of the maize and 0.1% 
of the linseed available for export were purchased by the Board; 
losses were negligible and more than covered by profit on ex- 
change bills arising from exports of these commodities.’ The 
wheat crop, however, was very large and for several months 
world prices were below Argentine basic prices with the result 
that the Board was forced to trade heavily; it handled 73% 
of the exportable surplus. This enormous volume of business 
was transacted under continual pressure; at home objection was 
made to the slowness with which the wheat was going forward; 
abroad the Board was criticized for too rapid disposal. Actu- 
ally over 99% of the purchases were made from December 4, 
1933 to the end of May and meanwhile the Board so adjusted 


6 Argentina, Congreso Nacional, Diario de Sesiones de la Camara de Diputados, 1934, 
Vol. 1, p. 873 


7 Profit on exchange bills arising from maize exports was $605,080 while the loss on maize 
transactions was $105,909 and the profit on linseed $1,845. 
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its selling policy to conditions in the world market that consider- 
able stocks were accumulated by April. Sales up to May netted 
losses averaging $0.44 per quintal. In May prices stiffened on 
reports of poor crop prospects in North America and the Board 
hurried to unload a great quantity at a smaller loss; thereafter 
sales were made at profits that often exceeded the earlier unit 
losses but since only 34% of purchases remained on June 1, it was 
impossible to balance the earlier losses and a total loss of 
$5,781,025 was incurred which, with expenses of the Board, 
brought the cost of the year’s operations to $8,846,075.° 

The Grain Board must be listed as another successful unit 
in the relief program. At a time when the market was weak and 
when radical feeling among producers was gaining ground, the 
government assured them of a fair price for grain and permitted 
them to speculate on a rise in prices with the knowledge that 
they could at any time fall back on the basic price. In the absence 
of the Board producers would not have received more than the 
$5.20-$5.30 which exporters paid the Board in the main period 
of purchasing; indeed, they would probably have received less, 
since the Board supported world prices by holding back its 
grain; from the Board, farmers received $5.75. The margin be- 
tween port and farm prices was reduced by wide publicity given 
to established buying prices at every railway station. Sales of 
the Board were well directed: there was no pressing of sales 
when the market was soft and no speculation for large gains 
when the market improved. No bureaucratic organization was 
allowed to entrench itself, expenses of operation were moderate, 
arrangements were economical. In every phase of its work the 
Board stayed within the limits of a relief organization. There is 
no basis for the claim that the cost of living was increased so 
much by the financial measures that grain price gains were nul- 
lified for the farmers. A study made by the Ministry of Agricul- 
ture of the effects of the measures on a typical ‘‘chacarero’’ 
family in Cordoba showed an increase of $353.44 or 10.4% over 
the preceding year in the cost of running the farm while its in- 
come from grain increased by $3,203.68.° It is important to note, 
however, that the financial record of the Board would have been 
less creditable had not a factor of pure chance—weather condi- 
tions in North America—intervened to cut losses. 

Profits on exchange arising from grain exports alone in the 


® This includes profit and loss and expenses incident to maize and linseed transactions as 
well as wheat. Data on commissions, general expenses, interest, etc., for individual commodities 
are not available. 

® Cited by the Minister of Finance in an interpellation in the Chamber of Deputies, June 
6, 1934. Diario de Sesiones de la Camara de Diputados, 1934, Vol. 1, p. 876. 


t 
) 


562 Simon G. Hanson 


year ending November 28, 1934 totaled $52,000,000 compared 
with a loss of $8,846,075 on grain operations. From November 
29, 1933 to August 15, 1935 profit on all exchange transactions 
amounted to $197,800,000 of which only $69,500,000 was required 
for additional cost of debt service. Grain prices in 1935 were 
generally above basic prices which had been renewed at the same 
level as in 1933-34. Thus the Board entered the market for only 
a few weeks in the third quarter of the year when it purchased 
and quickly disposed of a small amount of grain. With the huge 
Exchange Fund as a target producers agitated for an increase 
in the basic price of maize from $4.40 to $6.00. Disregarding this 
demand on the grounds that a higher price would stimulate an 
unhealthy expansion of production, that Ministry of Agriculture 
studies showed that maize can be put into the loading ports at a 
profit by representative producers at $4.17 to $4.20, and that the 
increase might necessitate buying the whole crop and selling at 
heavy losses, the government undertook instead a sweeping re- 
form of the grain trade.” 

Dissatisfaction with grain marketing facilities is not of recent 
origin in Argentina. When grain prices were high, farmers were 
inclined to disregard discounts exacted for inadequate classifi- 
cation and to ignore savings that could be realized by better 
methods of storage and handling. The damaging influence on 
prices and the privileged position given the buyer by unregulated 
sales ‘‘a fijar precio”’ (sale price to be stipulated at future date) 
were generally lamented but the practice was continued by pro- 
ducers unable to finance their harvest or lacking storage space. 
And the concentration of the export business in the hands of a 
few powerful shippers periodically came in for scathing de- 
nunciation but without visible result. During the depression the 
deficiencies of the marketing mechanism have more clearly than 
ever to come to light and the government has taken steps to rem- 
edy the situation. 

The construction of elevators had previously waited on the 
uncertain appearance of outbursts of regional enthusiasm. In 
September 1933 a law was enacted authorizing the construction 
of a chain of elevators. A technical committee was appointed 
which recommended the immediate construction of 14 terminal 


In December 1935 the government yielded to political pressure which it had resisted 


in 1934-35 and raised the minimum price pegs for wheat and linseed to $10 and $14 respec- 
tively; these rates were above prevailing market prices and far above costs of production 
of representative producers. The step has been criticizd by many Argentines who fear it may 
lead to enlarged output although the possible losses this season are limited by the short crop. 
The maize crop, however, is enormous and a high maize peg might again involve the government 
in an enormous trading operation with danger of large losses. 
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elevators with capacity of 660,000 tons to be followed later by 
450 country elevators with capacity of 650,000 tons. The capacity 
of existing elevators was only about 500,000 tons. In 1935 the 
government redeemed its promise to use the Exchange Fund 
for the benefit of the farmers by appropriating $50,000,000 for 
elevators. In addition there is the Grain Trade Law, introduced 
in 1932 at the height of public clamor against exploitation by 
the great shippers and passed on September 29, 1935 which 
vests control over every aspect of the marketing of grain in a 
permanent grain commission. This commission will establish 
types of grain for each zone, adopt new standards of classifica- 
tion, inspect and issue certificates attesting to the type and grade 
of the output of individual producers, regulate transport agen- 
cies and the handling of grain at the ports, compel registration 
of all firms in the trade and exercise supervision over market 
and exchange practices, guide research, and adapt production to 
the requirements of foreign markets. The expense of the organi- 
zation will be met by a tax up to $0.01 per quintal of grain ex- 
ported. If strictly enforced the measure will give the government 
vast regulatory power over grain production and marketing. 


The Meat Board 


For the livestock industry the government largely subordi- 
nated the problem of immediate relief from shrinkage of markets 
and difficulties of comparatively inelastic production to that of 
a long-agitated reform of meat trade methods. The imposition 
of further restrictions on exports to the United Kingdom was 
checked by the Roca-Runciman agreement, and subsidies to ex- 
porters made possible the uneconomic slaughter of 175,000 steers 
at meat extract factories, the obtaining of an Italian army order 
for 10,000 tons of beef in 1934, and the export of a considerable 
quantity to Japan.” The mortgage law of 1933 scaled down the 
farmers’ obligations and postponed the payment of interest for 
six months and repayment of principal for three years. 

Of far greater importance, however, was the law of October 
7, 1933 which created a Meat Board with extraordinary powers 
of control over the meat trade. Periods of falling prices. have 
always aroused terrific pressure against the packers who are 
accused of combining in restraint of trade. But until 1933 no 


The extract factories were unable to compete with packing plants which produce corned 
beef and extract from what remains after using the best parts of the animal for freezing 
and chilling. Since the closing of these factories involved great hardship to cattlemen in the 
north who breed much low-grade stock, the government granted subsidies. The method does not 
Provide a permanent solution. Subsidies on meat up to May 1935 totaled $2,830,000. 
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thorough inquiry into the existence of the alleged ‘‘trust’’ had 
been made, nor other effective action taken to protect producers 
against the concentrated group of packers in control of industri- 
alization. The Meat Board was given power to carry out investi- 
gations relating to the anti-trust law and to prosecute violators; 
to establish rules for classification of stock and for conditions 
of transport; to supervise shipping space; to compile and publish 
statistics and other information of public interest; and above all, 
to create such frigorificos and commercial institutions as it deems 
necessary for the defense of cattlemen and consumers. The 
Board is supported by a 1% tax on all sales of livestock. 

Almost simultaneously investigations of the trust problem 
were launched by the Meat Board, by the Senate, and by a joint 
Anglo-Argentine committee. Regardless of the findings of these 
committees whose work is not yet completed, the Board con- 
sidered it advisable to create an efficient competitor to the pri- 
vately-owned plants which would act as a yardstick for measur- 
ing the profitability of the trade as well as assure competition in 
the buying of livestock. On October 30, 1934 the Board formed 
the Meat Producers Corporation in which stockmen are share- 
holders in proportion to their contributions by the tax on live- 
stock sales. As a government-sponsored enterprise, expected to 
aid both producers and consumers, the Corporation thus far 
has not been wholly successful. It is essentially an organization 
of stockmen, financed by taxes on their own stock, with the 
definite objective of raising prices of their stock. Thus prices of 
steers for the domestic market were so highly bid up by the Cor- 
poration in the autumn of 1935 that middlemen and retailers re- 
fused to buy from it. While the Meat Board was conducting a 
campaign urging the consumption of more meat, the Corporation 
discouraged its use by raising the price of beef. Trial shipments 
to the Continent and England have been made, through arrange- 
ments for preparation by private frigorificos. During previous 


crises the producers have lacked sufficient enterprise to enter - 


the packing business although the advantages of such participa- 
tion were widely admitted. The government has now by the use 
of its taxing power forced them to combine and by its treaty 
negotiations may be able to swing a larger quota of the trade to 
the Corporation. Whether the Corporation will be able to oper- 
ate as efficiently as private packers, or whether it will accept 


losses on packing operations as incident to the raising of live- 
stock prices, remains to be seen. 
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Other Regulating Boards 


In the early twenties the Ministry of Agriculture extended con- 
siderable aid to the pioneers who were trying to develop cotton 
production. Experiment stations were set up and a foreign ex- 
pert was engaged to study the types best adapted to Argentine 
conditions. However the provincial governments were generally 
apathetic to these endeavors and the Ministry soon lost interest 
in the work, the stations were closed and seed was allowed to 
deteriorate. With the advent of the new American cotton control 
plan, interest revived. A Cotton Board arranged easy credit fa- 
cilities, directed colonization, engaged a British expert to super- 
vise the establishment of cotton standards. Experiment stations 
have been set up to determine the most suitable types of seed. The 
importance of seed farms to supply good uniform seed has been 
recognized; seed is distributed among the most capable farmers 
and contracts signed to buy their crops at prices current at time 
of harvest plus a bonus of 50%. To meet the labor shortage the 
government transferred thousands of unemployed men from the 
port area of Buenos Aires to the cotton zone. State railways are 
being extended and the government has ruled that materials 
moved by the Cotton Board on private railways are entitled to 
a 50% reduction in rates. 

State control in the dairy industry dates from April 1934 
when a Dairy Industry Regulating Board was appointed. Butter 
factories are required to obtain a license from the Board. They 
must post every 10 days a schedule of the prices they will pay 
for butter fat during the next ten days; this is intended to foster 
competition among the factories. Profits on export bills arising 
from butter exports and a tax on all internal sales of butter are 
devoted to the payment of bonuses to milk producers. No data 
have yet been issued to indicate whether the tax has reduced, as 
intended, the margin between wholesale milk prices and retail 
butter prices, or whether it has merely been passed on to con- 
sumers. Exports of butter declined drastically from 1932 to 1934 
(25,363 tons and 8,322 tons respectively) partly because of im- 
port restrictions and partly because of the failure to keep pace 
with the improvement of quality effected by competing countries. 
To remedy this, the Board is establishing a better system of clas- 
sification and inspection. Its reputation has suffered from the 
drought which caused a decline in output and a 40% to 50% 
increase in butter prices in 1935. 

Regulation of the sugar industry began long before the pres- 
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ent depression. Sugar is a high cost industry in Argentina, un- 
able to compete with foreign producers, traditionally the re- 
cipient of tariff protection, and of peculiar importance because 
the well-being of three provinces depends upon it. Tucuman 
which produces the larger part of the crop has been the center 
of control activities. From 1925 to 1927 annual production ranged 
from 395,000 to 475,000 tons with an average consumption of 
340,000. To check the further accumulation of stocks which on 
January 1, 1928 totaled 395,000 tons a plan to regulate produc- 
tion was initiated in Tucuman in June 1928: manufacturers were 
limited for three years to elaborating not more than 70% of 
the 1926 production for each individual producer and were re- 
quired to export 20% of their output. Manufacturers in Salta 
and Jujuy pledged themselves to a similar limitation in August 
1930. Under the plan stocks were reduced to 187,000 tons on 
June 1, 1931, and about 110,000 tons of sugar were exported. On 
July 18, 1932 the Province of Tucuman passed a control act by 
which a special tax was established of $0.40 per kilogram on all 
sugar elaborated in excess of quotas fixed under the previous 
regulatory measure; an additional tax of $0.05 per ton of cane 
elaborated was imposed with the stipulation that those who con- 
plied with provisions relating to restriction of output and the 
orderly marketing of sugar would be exempted from the tax. 
Expense of the control authority was met by a $0.05 tax per 
ton of cane utilized. The control authority based its plan for 
stabilizing prices of sugar on law No. 8877 of 1912 whereby tariff 
rates were adjusted to internal prices of sugar, with a maximum 
fixed at which import was permitted free of duty. The plan to 
eliminate surplus stocks did not succeed completely because of 
an unexpected fall in consumption. Control of the market and 
the stabilizing of prices were so successful that violation of the 
constitutional guarantee of freedom of trade was charged and 
the Supreme Court held the law unconstitutional. Action by the 
national government is expected to be the next step. 

The yerba mate industry was also placed under a control board 
in 1935. Argentina was formerly dependent on imports for most 
of its yerba mate. During the twenties the government encour- 
aged the cultivation of yerba mate along scientific lines so that 
the output has grown until it is expected soon to exceed domestic 
requirements. The Yerba Mate Board has instructions to pro- 
hibit premature harvesting which lowers the quality, to aid the 
establishment of cooperative drying plants and depots to im- 
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prove the quality and enable orderly marketing, and to deter- 
mine the relation of domestic production and consumption so 
that imports may be properly limited. 


Conclusions 


The success of the relief measures was to a considerable extent 
due to factors outside the control of the government: the North 
American drought limited losses on grain operations, the Argen- 
tine drought of 1935 was largely responsible for the recovery of 
the stockmen, and the increased purchasing power resulting from 
improvement in these industries was influential in increasing 
consumption and raising prices of wine. Since Argentine agri- 
cultural production is largely for export and the farmers form 
avery strong political element, the interests of the domestic con- 
sumer have not been adequately protected. 

Under the theory which formerly guided its policy, the gov- 
ernment might have hesitated to adopt even the relief measures 
enacted in 1933-35, and if it had gone so far it would certainly 
have depended on nature and the forces of free competition to 
effect a longer-period adjustment. The farmers might have been 
willing, as in the past, to ignore the evils and wastes in market- 
ing once prices began to rise. But the attitude of the government 
has changed. In preference to being subjected periodically to 
calls for protection against packers and grain exporters when 
prices decline, and to requests for aid when the farmers guess 
incorrectly on the advisability of putting more land under alfalfa 
or wheat or sugar, the government has decided that these evils 
and errors may be better corrected by permanent control author- 
ities enforcing a discipline from above. 
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MORTGAGE ADJUSTMENT AND THE RE-ORGANIZA- 
TION OF FARM FINANCE IN NEW ZEALAND 


Horace BetsHaw* 
AUCKLAND UNIversity CoLLEcE, New ZEALAND 


Basic Conditions in New Zealand 


Introductory. In New Zealand, as in the United States, the 
crucial problem raised by the depression was the removal of 
the acute disparity between the prices of farm products and 
prices in general—or more specifically between farm prices and 
farm costs. In both countries policy was directed to reducing 
this gap by increasing farm receipts through exchange depre- 
ciation (or devaluation) and by a series of operations designed 
to reduce costs. 

Nevertheless, although the general objectives were much the 
same, and in broad outline, the pattern of policy was similar, 
there are certain important and striking differences conditioned 
by differences in economic and political organization and out- 
look. Thus, although the Ottawa agreement and subsequent dis- 
cussions and agreements in London have done much damage to 
the tradition of a limitless and expanding market, the philosophy 
of restriction to raise prices has gained little credence, save as a 
device to meet a situation imposed from without. 

The relative importance of the domestic market for farm prod- 
ucts is much less than in the United States. There is still con- 
siderable scope for an expansion of farm production. Belief in 
an expanding export surplus as a source of national income is 
still strong. New Zealand’s capacity for ultimate survival in a 
competitive price war seems greater than that of most of her 
competitors. The sacrifices involved in restriction can be bal- 
anced by a sufficient rise in price only if satisfactory agreements 
can be negotiated among a number of competing countries. For 
these reasons there has been no question of processing taxes and 
benefit payments in return for not producing. 

The recovery programme adopted in New Zealand is, by com- 
parison simpler and logically more coherent. The small size of 
the domestic market has caused less significance to be attached 
to raising internal purchasing power by raising wages and short- 
ening hours. The importance of these factors as indirect elements 
in farm costs has been clearly recognized by those responsible 
for policy, and New Zealand has been spared the inconsistency 
of the NRA codes. In fact, policy has been directed to reducing 


* Professor of Economics and Dean of the Faculty of Commerce. 
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wages and easing the legislative regulation of industry as a 
means of assisting in the adjustment of price disparities.’ 

The problem in New Zealand was susceptible to treatment im- 
possible in the United States for other reasons besides the 
simpler type of economic organization. Opposition to the meas- 
ures taken was violent enough in all conscience? but the en- 
trenched interests of laissez-faire were less powerful than in 
this county, and decades of State paternalism had accustomed 
the people to expect the Government to take action on a Na- 
tional scale when conditions demanded it, and sometimes, no 
doubt, when they didn’t. A majority Government, dominated by 
the personality of a fearless minister,’ could act untrammelled 
by constitutional inhibitions, unworried by any clash of State 
interests or conflict between State and Federal rights and 
powers, and free from the possibility of invalidation by the 
Supreme Court. 

This article is confined to one aspect of recovery legislation 
in New Zealand and describes the methods which have been 
adopted to adjust the burden of mortgage debts and re-organize 
farm finance. A proper understanding of the action directed to 
these ends would be much assisted by a description of the main 
characteristics of New Zealand farming,‘ some examination of 
the recovery measures as a whole,’ and an outline of the organi- 
zation of finance to meet the needs of farming industries.® Since 
these have been attempted elsewhere, only the barest possible 
reference will be made here. 

Predominance of Farming Industries. The importance of 
farming industries in the economic life of New Zealand is shown 
by the following estimates of production and external trade in 
the season 1928-29: 


PRODUCTION AND TRADE IN NEw ZEALAND, 1928-29 


Value of Exports (Calendar Year)... 56,000,000 


In 1928-29, over 94 per cent of the value of exports was pro- 
vided by pastoral products, including those of dairying. The 


1 Undoubtedly this aspect of policy is not free from attack, but this is not the place to 
offer a social judgment. 

re fact, it led to the defeat of the Government in November 1935. 

The Right Honorable Mr. J. G. Coates, Minister of Finance. 

‘Cf. Agricultural Organisation and Land Utilisation in New Zealand, Melbourne University 

Press, Edited by H. Belshaw and D. O. Williams. 

M . Recovery Measures in New Zealand by A. H. Tocker, Supplement, Economic Record, 
arch 1935 also Crisis and Readjustment in New Zealand, by H. Belshaw, Journal of Political 
couomy, Vol. XLI, No. 6, December 1933. 

Cf. The Provision of Credit with Special Reference to Agriculture, Part III, Ch. V 
and Part IV, ch. V, by H. Belshaw, Heffer and Company. 
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value of farm production was about 55 per cent of the national 
income and 65 per cent of the value of all production. Exports, 
consisting almost entirely of farm products, were 36 per cent 
of the national income; and nearly 63 per cent of the total value 
of farm production was exported. 

Since the prices of farm products consumed locally move in 
close sympathy with the prices of similar products exported, it 
follows that a fall in overseas prices has immediate and serious 
reactions on the whole farming industry. In view of the large 
proportion of the national income derived from the soil, it is 
not surprising that great importance has been attached to the 
rehabilitation of farming, and that somewhat heroic expedients 
have been attempted. 

Price Disparities During Depression. As has been indicated, 
the crux of the problem of readjustment was to remove the dis- 
parity between farm costs and selling prices which occurred 
when world prices swept downwards. The extent of the disparity 
in New Zealand may be gathered from the following comparison 
of certain significant price indexes in 1928 and 1931. 


Prices In New ZEALAND IN 1928 anp 1931 
(Base 1914—1,000) 


1928 1931 Per cent fall 
Wholesale Export (Pastoral and Dairying). . 1553 881 43 
Wholesale Import. 1363 1346 2 
Wholesale General..................0.00000- 1417 1278 10 
Farm 1642 1490 
Nominal Award Wages..................... 1656 1542 7 


In general it may be said that the wholesale prices of farm 
products fell by over 40 per cent, but that the prices which 
comprise the elements of farm costs fell by less than 10 per cent. 
The deterioration in gross farm incomes was also about 40 per 
cent—from £83 million in 1928 to £50 million in 1931. The value 
of exports fell from £56 million to £35 million during the same 
period. The fall in net income was, of course, substantially 
greater, and if individual losses are balanced against individual 
profits, it is doubtful if there was any net profit for the industry 
as a whole during the depths of the depression. 

In order to reduce the disparity, the Government depreciated 
the exchange on London’ and enacted a series of measures de- 


™The par of exchange is £100 New Zealand £100 sterling. Between early 1930 and 
January 1931 the banks depreciated exchange on London by successive steps to £110 N.Z.= 
£100 Stg. In January 1933 the exchange was depreciated by decision of the Government to 
£125 N.Z.= £100 Stg. 
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signed to reduce costs. These include the measures described 
below. (P. 8 et seq.) 

Land Values and Mortgage Indebtedness. The predominant 
form of land tenure in New Zealand is the freehold. Out of a 
total area of 43,105,000 acres of occupied land in 1935, 20,623,000 
was freehold and 22,482,000 was leasehold; but in the main, 
leasehold land consists of light pastures or partially developed 
areas and freehold land is of predominant importance from the 
point of view of production, valuation or the size of population 
which it supports. Land values on the better class of lands reach 
levels which astound observers from overseas. This is in part due 
to overvaluation, especially since the war, but this was a post-war 
phenomenon in many countries. The main reason for the high 
productive value of New Zealand farm lands is to be found 
in the fertility of the soil, the mild climate and adequate rainfall. 
As a result, by far the greater proportion of the cultivated area 
is in grass crops. As at January 31, 1935, over 17 million acres 
out of a total area of 19.5 million acres under cultivation was in 
sown grasses and clovers, while much of the unimproved area 
of 23.6 million acres was in tussock or other native grasses. The 
mild climate enables livestock to be pastured throughout the 
whole year, with a consequent saving in labour costs and ex- 
penditure in barns and other outbuildings. 

Farm lands in New Zealand are much more heavily mortgaged 
than in the United States, and interest provides a larger propor- 
tion of total outgoings. The following table gives approximate 
estimates of the amount of mortgage indebtedness in New Zea- 
land for the years 1929 to 1935 inclusive: 


MortTGAGes IN New ZEALAND, 1929-1935 


(£ Millions) 

As at 31st Town and Total 
March suburban lands Country lands om 
1928 98 122 220 
1929 100 125 225 
1930 105 130 235 
1931 107 133 240 
1932 110 135 245 
1933 110 135 245 
1934 105 135 240 
1935 105 135 240 


After New Zealand Official Year Book, 1936, p. 578. 


A different estimate shows that country and farming lands 
with an unimproved value of £166,895,000 in 1929-30 were cov- 
ered by mortgages valued at £116,842,000, or seventy per cent 
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of the unimproved value. It is not possible to give a reliable esti- 


mate of the percentage of improved value represented by mort- 
gages nor to compare this figure with a similar figure for the 
United States, but there seems little doubt that New Zealand 
farm lands are mortgaged to a much larger proportion of their 
productive value than in this country. 

Prior to the crisis, somewhat over 30 per cent of cash out- 
goings by New Zealand farmers was estimated to comprise in- 
terest payments. In 1924-25 interest payments by farmers in 
the United States were placed at 7.7 per cent of costs and rents 
paid to non-operators were estimated at 10.7 per cent of costs. 
While these figures must be interpreted with great caution it 
seems clear that interest payments represent a bigger proportion 
of total outgoings in New Zealand than in the United States. 

This condition does not necessarily imply a great embarrass- 
ment to farmers as the result of a fall in prices. Of greater im- 
portance from this point of view, is the proportion of mortgage 
indebtedness to the total productive value of the farm. It seems 
to be a reasonable inference that the New Zealand farmer had a 
smaller equity to act as a cushion against falling prices and 
that on this ground at least, his difficulties would be enhanced 
by comparison. Be this as it may, the stickiness of fixed charges 
represented a major cause of difficulty to the New Zealand farmer 
and this explains the absorption of the New Zealand Govern- 
ment with the mortgage problem. 

Sources of Mortgage Finance. The bulk of the mortgages on 
rural securities are held by private mortgagees, but an amount 
in excess of £40 million represents mortgages against advances 
by the State through the State Advances Department or under 
the Discharged Soldier Settlement Act and the Land for Settle- 
ment Acts, while the Public Trust Office has also made substan- 
tial advances.® Banks and insurance companies appear to have 
played a smaller part in providing long term finance to farmers 
in New Zealand than in this country. 


Mortgage Policy During Depression 


The attack on the farm mortgage problem in New Zealand 
has been along five main lines: (a) the statutory reduction of 
interest and other fixed charges; (b) measures to facilitate the 
reduction of interest rates on new loans; (c) the relief of mort- 
gagors and tenants under a form of moratorium; (d) the reduc- 


8 Of. The Agricultural Problem in the United States, National Industrial Conference Board. 
®° Of. The Provision of Credit with Special Reference to Agriculture, Part III, Ch. V. 
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tion of excessive capital liabilities of farmer mortgagors; (e) the 
re-organization of mortgage finance through the establishment 
of the Mortgage Corporation of New Zealand. 

Statutory Reduction of Interest and Other Fixed Charges. 
Under Part III of the National Expenditure Adjustment Act 
(May 1932) rates of interest payable by mortgagors, rents and 
certain other fixed charges were to be reduced by 20 per cent. 
For the purposes of the Act the term ‘‘mortgage’’ had a wider 
definition than under ordinary usage, and covered chattel mort- 
gages and debentures, but these extensions of the definition need 
not concern us here. There was a proviso that interest rates on 
chattel mortgages were not to be reduced to below 614 per cent, 
nor on other mortgages to below 5 per cent. The Act applied only 
to mortgages executed prior to April 30, 1932 and was to run 
until April 1, 1935. By the Finance Act of 1934 this date was 
extended to April 1, 1937 and it is not unlikely that it will again 
be extended beyond that date. 

Provision is made for relief to the mortgagee or landlord by 
appeal to a Stipendiary Magistrate or the Supreme Court on 
the grounds that the existing rate was fair in the circumstances, 
or that adequate concessions had already been given, or that the 
reduction would cause undue hardship.”° 

This legislation saved rural mortgagors between £1.3 million 
and £2 million of mortgage interest annually. 

Reduction of Interest on New Loans. The Government did not 
directly interfere with rates of interest on new loans but di- 
rected its policy towards facilitating reduction, both by refrain- 
ing as far as possible from going on the market itself, and by 
negotiation with the banks. On November 1, 1931, overdraft rates 
were reduced from 7 per cent to 61%4 per cent and deposit rates 
(for twenty-four month deposits) from 5 per cent to 41% per cent. 
By subsequent agreement these rates were further reduced from 
time to time until overdraft rates reached 414 per cent and de- 
posit rates 214 per cent in November 1934. 

In order to make these rates effective, the Government took 
the following additional steps: (1) Rates on post office deposits 
were reduced in line with reductions in bank deposit rates, and 
trustee savings banks, building societies and other institutions 
were required to make similar reductions. 

(2) The Government reduced the rate on ‘‘over-the-counter”’ 
sales of inscribed stock and rates at which maturing Government 
loans were renewed. 


1 Of. New Zealand Official Year Book, 1936, pp. 570-571. 
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(3) The rates at which Local Authorities were permitted to 
raise loans were similarly reduced. 

(4) Under the Debt Conversion Act 1932-33 provision was 
made for the conversion of Government loans held in New Zea- 
land, the existing special tax of 10 per cent being superseded by 
a tax of 3314 per cent in the case of those who did not agree to 
convert. During the same session, provision was made enabling 
Local Authorities to effect a similar conversion. The general in- 
tention was to effect a reduction of 20 per cent in conformity 
with the statutory reduction in private interest and fixed charges. 

Between 1930 and 1935 the rate of interest on first class mort- 
gage security fell from between 614 and 7 per cent to between 
41% and 414 per cent. It would be too much to claim that this 
reduction was due to Government action, but there is no doubt 
that the downward trend was expedited thereby. 

Mortgagors and Tenants Relief Legislation. Karly in 1931 the 
Mortgagors and Tenants Relief Act was passed. This was 
amended on several occasions, and consolidated in the Act of 
December, 1933. This Act is not confined to rural mortgagors 
and tenants but covers urban properties as well. As originally 
passed the Act was operative until the end of 1935 but its dura- 
tion has now been extended indefinitely." The Act applies only 
to securities given prior to April 1931 or securities executed in 
lieu thereof. 

Before exercising any power of sale, recision, or entry into 
possession, or exercising any decree, judgment or order of the 
Court, the mortgagee must give notice in writing to the mort- 
gagor who may apply to the Court for relief within one month 
of receipt of the notice. Failing such application the mortgagee 
may exercise his powers. 

A mortgagor may apply for relief even where the mortgagee 
has not given notice under the Act. If the principal of the mort- 
gage does not exceed £2,000, or the annual rental under a lease 
does not exceed £210, applications are made to the Magistrate’s 
Court. In all other cases they are made to the Supreme Court. 

With the object of administering the Act and facilitating 
voluntary settlement, Adjustment Commissions have been set 
up, each commission operating in a more or less defined district. 
Applications are first heard before the Commissions, and then 
referred to the Court with recommendations from the Commis- 
sion; but the parties may agree to refer the decision direct to 


For a statement of the classes of securities which are covered by the Act and of the 
definition of mortgagor see New Zealand Official Year Book, 1936, pp. 567-8. 
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the Court. Where a voluntary settlement is reached, the Court 
may dismiss or adjourn the application. 

The Court may prohibit the mortgagee from exercising any of 
his powers, reduce the rate of interest, postpone the due date of 
interest, remit arrears of interest, extend the period of table 
mortgages, postpone the repayment of capital, or the rights of 
action under personal covenants. There is no appeal from the 
decision of the Court, and no mortgagor or mortgagee may con- 
tract out from under the Act. 

In determining what relief is to be given, the Court is directed 
to consider: ‘‘(1) The effect of the continuance of the mortgage 
on the security afforded the mortgagee; (2) the inability of the 
mortgagor to redeem the property; (3) the conduct of the mort- 
gagor in respect of any breaches by him of the covenants of 
the mortgage; (4) hardship to either party; (5) the extent to 
which default is due to general economic conditions.’’” 

Up to the 31st of July 1935 the following applications had been 
dealt with by the Adjustment Commissions :* 


Applications referred from Courts for Investigation ...........eceeeeeeeeees 14,786 


New applications investigated .. 11,236 
Number of applications awaiting investigation ........02...+ceeeecceeceecees 851 


These would include urban as well as rural applications. 
The following gives a résumé of the applications dealt with: 


Mortgages: 


Cases in which interest reduced ..........cccccsccscece 2,568 


These figures are exclusive of applications for relief from the 
conditions of leases. 

The Mortgagors and Tenants Relief legislation was passed 
on the assumption that the distress among mortgagors and ten- 
ants was temporary and would sooner or later be relieved by 
an improvement in prices. In view of the interference with con- 
tractual obligations which it imposed, this was a necessary as- 
sumption to make until events proved otherwise. The general 
opinion is that the Act has worked well and has achieved its 
purpose in effecting necessary adjustment while at the same time 
avoiding the distress and confusion which would have resulted 


122 0f. New Zealand Official Year Book, 1936, p. 568. 
13 Cf. New Zealand Official Year Book, 1936, p. 569. 
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from a large number of forced sales or compositions.* There is 
no doubt also that it has made mortgagees more amenable to 
voluntary adjustments by private arrangements, rather than go 
to the court. It is claimed in some quarters that the legislation 
has discouraged the flow of investment into mortgage securities; 
but this can only be a matter of opinion, for it seems unlikely 
that there would have been any substantial flow of funds into 
mortgage investment in any case. 

Certain it is, however, that the legislation prevented perma- 
nent adjustments (more especially of capital), since neither 
party could contract out of the legislation on the basis of a new 
arrangement. It was partly for this reason, partly from the be- 
lief that the excessive overcapitalization of (farm) properties 
could no longer be regarded as temporary, that legislation was 
enacted in 1935 enabling the excessive liabilities of farmer mort- 
gagors to be reduced to within their capacity to pay. 

Adjustment of Excessive Capital Liabilities. The Rural Mort- 
gagors Final Adjustment Act was passed in April 1935. Its pur- 
pose was to provide machinery under which the farming industry 
might be rehabilitated through the writing off of excessive 
capital liabilities. As far as New Zealand is concerned, it repre- 
sents an unprecedented interference with contractual rights. 

The Act was framed; first, to give general directions as to the 
principles which are to be followed in reducing the excessive 
liabilities of farmer mortgagors; second, to provide machinery 
enabling the uniform application of these principles throughout 
the country, by the establishment of a special Court of Review; 
third, to leave sufficient elasticity to enable each case to be con- 
sidered on its merits in the light of these principles and enable 
account to be taken of the relative hardship on the mortgagor 
and mortgagees; and, fourth, to encourage voluntary settlements 
at every stage. 

The Act is limited in its application to those whose normal 
income is derived wholly or principally from land used for agri- 
cultural purposes and applies only to those mortgages which 
were executed prior to April 17, 1931 or to mortgages given in 
lieu thereof. If one mortgage is thus covered, all the liabilities 
of the farmer are brought in. 

The machinery for the administration of the Act consists of a 
specially constituted Court of Review, together with the adjust- 


44 For a fuller account see Cocker, “Relief of Mortgagors in New Zealand,’’ Economic 
Record, May 1932. 
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ment Commissions which operate the Mortgagors and Tenants 
Relief Act. The Court of Review consists of a Judge and two 
other persons, one of whom is a lawyer, the other a farmer. These 
act, not as representatives or as assessors, but in a judicial ca- 
pacity. Provision is made for appeal to the Court of Review, 
against most of the decisions of the Adjustment Commissions, 
but there is no appeal against a decision of the Court of Review. 

The main functions of the Court are to determine appeals and 
other matters submitted to it, issue general directions to Adjust- 
ment Commissions, and directly decide such matters as the valu- 
ation of stock and chattels, the basic rate or rates of interest, the 
final adjustment of liabilities, and whether or not a farmer is to 
remain in possession of his farm at the end of the stay order. 

The first step in the procedure is the presentation of an appli- 
cation by the mortgagor or any mortgagee to have the liabilities 
of the mortgagor adjusted. This must be made within 12 months 
of the passing of the Act, but the period may be extended by 
leave of the Court where circumstances appear to warrant it. 
The mortgagor is required to give a list of his assets and liabili- 
ties and of all his debtors and creditors. This list must be verified 
by statutory declaration and may be amended from time to time. 
Any creditor may inspect the lists as filed. 

A provisional trustee is then appointed, whose function is to 
act as agent of the mortgagor, receive monies, make payments 
and keep a proper record thereof. 

The effect of giving notice is that the mortgagor is withdrawn 
from the protection of the Mortgagors and Tenants Relief Act 
and brought within the protection of the Rural Mortgagors Final 
Adjustment Act. This means that the creditor may exercise his 
full rights if a stay order is refused. 

As soon as possible after notice has been filed, the Adjustment 
Commission is to call a meeting of creditors with a view to arriv- 
ing at a voluntary adjustment. This is defined as an adjustment 
which is agreed upon by creditors representing three-fourths in 
value of the amount of the liabilities, and it must be approved 
before acceptance by the Adjustment Commission. Any creditor 
who considers himself to be aggrieved may appeal against the 
adjustment to the Court of Review. If the appeal is unsuccessful, 
it becomes binding on all creditors and the mortgagor is removed 
from the protection of both the principal Act and the present 
Act in respect of his liabilities as adjusted. 

In cases where voluntary adjustments are not made, the Ad- 
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justment Commission is then to decide whether or not a stay 
order is to be granted. If a stay order is not made, the mortgagor 
is to be removed from the protection of both Acts and creditors 
may exercise their ordinary rights except that payment of prin- 
cipal and interest or other monies owing may be postponed for a 
period of 12 months. The mortgagor or any mortgagee may ap. 
peal against the decision of the Adjustment Commission. 

In determining whether or not a stay order is to be granted 
the Adjustment Commission must have regard to the fact that 
the paramount object of the Act is to provide a means of giving 
to farmer mortgagors such relief from their financial obligations 
as will enable them to be retained in the use and occupation of 
their farms as efficient producers, except in cases where the giv- 
ing of such relief would involve the imposition of undue hard. 
ship on mortgagees or other creditors. Having regard to this 
object, the Adjustment Commission is to take into consideration— 

(a) Whether or not the financial position of the farmer mort- 
gagor is such as to enable him to carry on his farming operations 
satisfactorily without the protection of a stay order: 

(b) Whether or not the financial position of the farmer would 
have been hopeless irrespective of the depression: 

(c) Whether or not the mortgagor is not deserving of further 
protection by reason of the manner in which he has carried on 
his farming operations: 

(d) The conduct of the mortgagor in respect of any breaches 
by him of the covenants of the mortgage: 

(e) Any other matters that it considers relevant. 

Broadly speaking, the effect of the stay order is to protect the 
mortgagor against proceedings by his creditors in respect of 
liabilities relating to his farm property or operations. 

A stay order is granted for a period of five years, but where a 
farmer has been operating under a budget under the Mortgagors 
and Tenants Relief Act at the time when the stay order is issued, 
a previous period of up to two years may be included. In addi- 
tion, the Court, on the application of the mortgagor and all the 
mortgagees may proceed to make a final adjustment at any time. 
Further, a voluntary adjustment may be made at any time under 
the conditions already mentioned. 

A stay order may be cancelled if the debts of the farmer are 
paid in full, or if it is deemed that the protection of a stay order 
is no longer required; or on the application of any creditor on 
the ground that the conduct of the mortgagor or a change in cil- 
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cumstances renders its continuance no longer just and equitable. 
If a stay order is thus discharged, the protection of both Acts 
is removed and creditors may exercise their full rights. 

A trustee is to be appointed by the Adjustment Commission, 
his powers and duties being similar to those of the provisional 
trustee referred to above. 

During each year of the operation of the stay order, a budget 
is prepared by the trustee in conjunction with the Adjustment 
Commission. This may be appealed against if the ordinary pri- 
orities are not observed, but not otherwise. 

The Adjustment Commission has discretionary powers in re- 
spect of priority of payments under the budget, but is directed 
to have regard to the rule that provision should normally be 
made in the following order: (1) Reasonable living and working 
expenses, (2) rates and taxes, (3) rent, (4) interest in order of 
priority. 

During the operation of the stay order the mortgagor may not 
encumber or dispose of any property save by the consent of the 
Adjustment Commission. 

At the end of the period of the stay order a final adjustment 
of liabilities is to be made. The first step is to determine the pro- 
ductive value of the property. This is an arithmetical concept and 
is found by capitalizing the net annual average income derived 
from the farm lands during the operation of the stay order at a 
basic rate to be determined by the Court. To arrive at the net 
annual average income, there is to be deducted from the gross 
income all expenses, other than capital expenses deemed to be 
incurred in the production of this gross income. Such expenses 
will include living and working expenses, together with interest 
at a rate to be determined by the Court on the average annual 
value of stock and chattels, as well as rates and taxes. They will 
not include interest on mortgages on the land. 

The next step is to determine the provisional basic value which 
is found by varying the productive value by taking into account 
the following factors: 

(a) The relative efficiency or inefficiency of the mortgagor as 
a farmer. 

(b) The extent to which the farm has not been used to its full 
productive capacity during the operation of the stay order. 

(c) Such other matters, if any, affecting the farm property as 
are considered relevant. 


This last provision, it will be noted, will enable the Adjust- 
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ment Commission to exercise discretion in determining what 
factors are to be taken into account. 

If there is no appeal against the decision of the Adjustment 
Commission, the provisional basic value becomes the basic value 
to which liabilities are adjusted. If there is an appeal, the parties 
affected have the right to nominate assessors to sit with the 
Court. One of the persons so nominated is to be appointed to 
represent the interest of the mortgagor and one to represent the 
interest of mortgagees. If no such persons are nominated, they 
are to be appointed by the Governor-General in Council. The as- 
sessors thus appointed sit with the Court and are deemed to be 
members for the purposes of the appeal. 

The decision of a majority of members of the Court as to the 
basic value is to be the decision of the Court, and against this 
there is no appeal. 

On the determination of the basic value, liabilities in excess 
are to be written off and are to be regarded as unsecured debts, 
the reduction in liabilities being made in order of priority. The 
personal covenant does not apply in respect of liabilities which 
are written off. 

The Court is also required to determine the value of stock and 
chattels and the excess liability is written off in the same way. 

The Court then decides whether or not the mortgagor is to 
remain in possession. For that purpose it is to consider, inter 
alia, the conduct of the mortgagor during the operation of the 
stay order and the claims of any mortgagee to take over the 
property. If the farmer is to remain in possession the liabilities 
are to be adjusted in the manner indicated above. The mortgages 
as reduced are not to be repayable within five years, and are to 
bear interest at a rate not exceeding a basic rate to be fixed by 
the Court. If the mortgagor disposes of his property within a 
period of five years, the mortgages may be called up at the option 
of the mortgagees; and the mortgagees and other creditors are 
to share equally with the mortgagor in any amount by which the 
sale price exceeds the basic value up to such a sum as is required 
to meet the excess liabilities. Any surplus then goes to the mort- 
gagor. 

If the Court decides that the mortgagor is not to remain in 
possession, any mortgagee may take over the property (in re- 
verse order of priority) subject to his becoming liable for prior 
encumbrances exclusive of arrears of rates, taxes, interest, and 
other charges. Compensation is to be paid to the mortgagor of 
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such an amount, if any, as is determined by the Court. In decid- 
ing the amount of compensation the Court will take into account 
the relative financial position of the mortgagor and mortgagee 
or mortgagees, the relative hardship on the mortgagor and the 
mortgagee or mortgagees, and the amount by which the living 
expenses of the mortgagor fall short of a reasonable remunera- 
tion during the operation of the stay order. 

The mortgagor may elect not to remain in possession of the 
property, in which case the same conditions apply, or the Court 
may sell the property by auction, the purchaser being required 
to pay in cash an amount equal to the compensation. 

The claims of unsecured creditors, (including those of mort- 
gagees in respect of liabilities which are written off on the expira- 
tion of the stay order,) may be satisfied from any free assets of 
the mortgagor. To the extent to which the claims of unsecured 
creditors are not satisfied they are deemed to be discharged. As 
soon as possible after the liabilities have been adjusted, the stay 
order will be formally discharged by the Court. 

The Mortgagors and Tenants Relief Act, continues in opera- 
tion indefinitely in respect of such rural mortgages as are not 
brought under the Rural Mortgagors Final Adjustment Act, and 
of urban mortgages provided that these are otherwise eligible. 

The legislation raised a storm of protest both from mortgagees 
who believed that their rights had been unduly invaded, and who 
claimed that some day prices might rise, and from the farmers 
who protested that insistence on budgetary control for a period 
of five years put them under a condition of ‘‘peonage.’’ To the 
former, the Government was in a position to reply that, while 
prices might conceivably rise, the adjustment of excessive lia- 
bilities could not indefinitely await this contingency; that farm- 
ers were losing heart so that the deterioration of the security 
might well place the mortgagee in a worse position than would 
result from the cutting of losses and the adjustment of liabilities 
under a carefully devised plan, to something within the earning 
power of the asset. To the farmers, the Government pointed out 
that a large number of farmers were already under budgetary 
control by private creditors, that farming under a financial. plan 
approved by an impartial authority would improve the manage- 
ment of farm, ensure to the farmer necessary living and working 
expenses and enable him, at the end of the period to make a new 
start with his liabilities reduced. 

The most valid criticism of the legislation is that, if the pro- 


582 Horace Belshaw 


visions of the Act are rigidly observed the farmer will be mort- 
gaged up to the hilt on the expiration of the stay order, and that 
he may not be able to accumulate any appreciable equity in the 
ensuing breathing space of five years during which repayment 
cannot be enforced. Whether or not this will be the case depends 
on the manner in which the Act is interpreted by the Court and 
the assessors.”® 

The Mortgage Corporation of New Zealand. The Mortgage 
Corporation of New Zealand was established by Act of Parlia- 
ment in April 1935 and commenced business in August 1935. It 
embodies the usual principles of mortgage banks in that it raises 
finance by the issue of bonds which are collectively secured 
against the whole of the mortgages and other assets of the institu- 
tion. The Corporation is of especial significance in the history of 
mortgage finance in New Zealand in that it was intended to mark 
the withdrawal of the Government as a lender on mortgage 
security. Although the State Advances Department and other 
lending departments had exercised a useful competitive service 
in the mortgage field, there were certain objections which had 
become apparent through the lapse of time. In general, these 
departments were soundly managed and economically adminis- 
tered, but there was always the danger that they would be forced 
to transgress sound financial principles through the pressure of 
political considerations. The increase in the limit of lending to 
workers up to 95 per cent of the value of the security of house- 
hold property under the Massey régime, and the strong tendency 
to demand concessions during the depression were evidences of 
this danger. There was the further objection that the necessary 
finance for the operations of State lending departments was 
obtained by borrowing in the usual way and so increased the 
national debt. Policy in regard to lending might, therefore, be 
affected by considerations affecting the national debt, which were 
quite irrelevant to the Mortgage Problem. In addition, delin- 
quency during depression affected State receipts and so tended 
to reflect itself sooner or later in the budget problem at a time 
when this problem was already likely to be acute. 

Hence, the establishment of a quasi-independent institution 
to which existing Government mortgage securities were trans- 
ferred, enabled the State to cut its losses, disassociate the prob- 
lem of mortgage finance from the national debt and provide an 


% The Bill as originally drafted provided that the Court might, if it thought fair and proper, 
grant the farmer an equity of up to 20 per cent of the basic value, but this was amended. 
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additional buffer against direct political pressure. In addition, 
it provided a method of finance through the issue of bonds which 
was likely to be more elastic, since these would not increase the 
national debt, and lending operations would not be inhibited 
from this cause. At the same time it set up a powerful mortgage 
institution which would dominate the field, while still permitting 
competitive institutions to operate. 

The share capital of the Corporation is £1,000,000, one-half of 
which is to be allotted to the Minister of Finance and the other 
to be offered to the public for subscription. The maximum share- 
holding by any one person is 5000 shares of £1 each, and voting 
rights are similarly limited to 5000 votes whether exercised in 
person or as proxy. The Minister of Finance has no vote in 
respect of any shares he may hold. Dividend is to be paid at the 
rate of 414 per cent cumulative. 

The Board of Directors consists of eight persons of whom four 
are appointed by the Governor General in Council, three by 
share-holders, and one is to be the Secretary to the Treasury 
acting ex officio. The State appointees include the two manag- 
ing directors and the Chairman of directors. The first Board was 
appointed entirely by the Governor General in Council. 

The funds of the Corporation are to be provided by the issue 
of bonds or other securities, the maximum outstanding at any 
time being limited to fifteen times the share capital plus reserves. 
They are to be issued for a period not exceeding 50 years and 
are a floating charge on all the assets of the Corporation. They 
are eligible as trustee securities. 

The Corporation may purchase its own securities but must 
immediately cancel them. 

The main business of the Corporation is to make advances 
against the security of land and improvements thereon. There 
is no limitation on the purpose for which the loans may be 
expended nor on the amount to any one borrower. 

Advances must be made against the security of first mortgage 
over land but mortgages over stocks and chattels may be taken 
to safeguard existing land mortgages held by the Corporation. 
Advances may be made up to two-thirds of the valuation of the 
security, but this may be increased to four-fifths of the value of 
the security in the case of rural mortgages in existence at the 
time of the passing of the Act, any loss attributable to the differ- 
ence being guaranteed by the State. The valuation of rural mort- 
gages is to be based primarily on the earning capacity of the 


584 Horace Belshaw 


property against which the advance is to be made, and in order 
to check speculation the Board of the Corporation may require 
that any mortgage becomes due on the disposal of the property. 

The rate of interest chargeable on an advance is to be limited 
to 1 per cent above the rate on the last issue of securities to the 
public prior to the date of the mortgage. 

Advances are to be made on table mortgage for a period not 
exceeding 50 years and these are to be repaid by half-yearly or 
more frequent instalments consisting partly of interest and 
partly of principal. 

In special cases the Corporation may advance on flat mortgage 
for a period not exceeding 5 years, and this period may be 
extended for a further period of 5 years. 

Mortgages may be repaid in advance in securities of the last 
issue prior to the date of the mortgage, but the Board may at 
its discretion accept such pre-payment in cash. This applies to 
mortgages taken over from the state with the proviso that exist- 
ing rights in respect of such mortgages are retained. If, for 
example, an existing Crown mortgagor has the right to repay in 
cash, this is retained unless and until the mortgage is converted 
into a mortgage of the Corporation. Periodic instalments may 
be paid at the option of the borrower in securities of the last 
issue prior to the date of the mortgage. 

The Reserve Fund is to consist of certain local body securities 
now vested in the State Advances Department, interest on 
monies credited to the General Reserve Fund, surplus profits 
of the Corporation, and a 2 per cent contribution by mortgagors. 

Interest on an amount equal to the Local Body securities 
handed over is to go to the Crown. 

If at any time the reserve of the Corporation is in excess of 
10 per cent of the bonds outstanding, this excess is to go to the 
Crown until such time as an amount equal to the value of the 
Local Body securities taken over has been repaid. 

Each new mortgagor to the Corporation is to make a 2 per cent 
contribution to the Reserve Fund either in cash or by way of 
addition to the mortgage. This applies also to mortgages taken 
over from the Crown if these are varied under conditions to be 
referred to later. 

Broadly speaking, all the mortgages of the State Advances 
and Lands Departments are to be transferred to the Corpora- 
tion, but any security or class of securities may be excluded by 
Order in Council. Stock to be issued to the Crown in return for 
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the securities of an amount and at a rate of interest to be agreed 
upon, but the interest will be adjusted to the rate on the first issue 
of bonds to the public when such issue is made. All capital losses 
on securities taken over by the Corporation are to be borne by 
the State. 

Mortgagors whose securities have been transferred from the 
Crown to the Corporation have the same right as other mort- 
gagors under the Rural Mortgagors Final Adjustment Act. In 
addition, they have the right to vary their mortgage within three 
years by having the rate of interest reduced to the rate charged 
by the Corporation and by converting a flat to a table mortgage. 
Where such variation takes place, they must make a 2 per cent 
contribution to the Reserve Fund in the same way as other 
mortgagors. 

The Rural Intermediate Credit System remains substantially 
unaltered’*® but the Board of the Corporation is to exercise the 
functions of the present Board as from a date to be fixed by 
Order in Council. The limit of £2000 which now applies in the case 
of direct loans is removed, as also is the requirement that such 
direct loans must be guaranteed. Apart from these changes and 
such changes in administration as are found to be desirable, the 
Rural Intermediate Credit System will operate much as at 
present. 

Two auditors are to be appointed, one by the Governor-Gen- 
eral in Council, and one by shareholders. 

The Corporation is to be liable for rates and taxes to the same 
extent as if it were a Company incorporated under the Com- 
panies Act, 1933, except that in its capacity as mortgagee under 
any mortgage transferred to it from the Crown, the Corporation 
is to enjoy the same protection and exemption in respect of rates 
as the original mortgagee, so long as the mortgage deed trans- 
ferred from the State remains in force. 

The initial flotation of stock and debentures was made in 
August, 1935, £500,000 being raised at the new rate of 3 3/8 per 
cent. The lending rate was 4 1/8 per cent, to which level the 
mortgagors of State Lending Department might have their rates 
reduced under the conditions enumerated above. The average 
Saving was probably of the order of 1 1/8 to 1 3/8 per cent. 

It is as yet too early to offer a critical estimate of the opera- 
tions of the Rural Mortgagors Final Adjustment Act or the 
Mortgage Corporations of New Zealand. Nor is it clear what 


16 Cf. The Provision of Credit, Part 4, Ch. 5. 
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modification in policy will be decided by the Labour Government 
which took office after the election of November last. When in 
opposition, the Labour Party strongly opposed both measures 
and advanced a system of guaranteed prices for exports as an 
alternative. Whatever be the decision, it is not unlikely that a 
new period of experimentation will be introduced of considerable 
interest to economists. 
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COTTON GINS AS PUBLIC UTILITIES IN OKLAHOMA 


Roy A. BaLLInGER 
LovIsIANA State UNIversItTy’ 


Cotton gins have been regulated as public utilities in Oklahoma 
since 1915. While certain other states have passed laws which 
apply especially to cotton gins none has gone nearly as far as 
Oklahoma in regulating this business. Since the last few years 
have been productive of a great many new governmental con- 
trols for business generally, it may be worthwhile to examine the 
results of the regulation applied to cotton gins in Oklahoma. Such 
an inquiry would seem particularly significant to the agricultural 
interests of the country because the business of ginning cotton is 
one of the few industries, patronized principally by farmers, 
which has been subjected to regulation as a public utility in any 
part of the United States. 

The law provides that the State Corporation Commission shall 
regulate the business of ginning cotton in substantially the same 
way as it regulates other public utilities. The Commission fixes 
the rates to be charged and exercises considerable control over 
the amount and type of service offered. However, the Commis- 
sion has no special authority over certain business activities 
which are closely related to the business of cotton ginning and 
commonly engaged in by ginners in Oklahoma. The most impor- 
tant of these activities is the purchase of cotton and cottonseed 
from the farmers who patronize the gins. Since the ginners 
appear to possess certain advantages over their competitors in 
making such purchases, the Corporation Commission’s lack of 
regulatory power has resulted in certain difficulties which will 
be discussed later. ‘ 

The right of the State of Oklahoma to regulate cotton gins as 
public utilities has been upheld by the Federal Courts,’ although 
the wisdom of the regulation does not appear to have been con- 
sidered. This decision has not been affected by a later decision 
of the Supreme Court of the United States* which declared an 
Oklahoma law providing for the regulation of the business of 


manufacturing and distributing ice as a public utility to be 
unconstitutional. 


1The author was a member of the iy of Oklahoma A. and M. College during the time 
the material for this paper was being prepared. 


? Chickasha Cotton Oil Co. v. Cotton Coanty. Gin Co., 40 Federal (2d) 846. 
* New State Ice Co. v. Liebmann 1932B Public Utility Reports 433. 
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Characteristics of Cotton Gins as Public Utilities 


In general public utilities are thought to possess certain charac- 
teristics which are not common to other types of business and 
which justify their regulation by the government. A list of some 
of the more important of these characteristics, prepared by 
students of public utilities, contains the following :* Public utili- 
ties are natural monopolies; they furnish an indispensable serv- 
ice; the capital requirements are usually large; they normally 
enjoy steady revenues; labor costs are low in ratio to other 
expenses; they tend to encourage customer and employee owner- 
ship of securities; and because of these factors they are subject 
to thorough-going regulation by governmental agencies. It has 


also been pointed out that the ratio of annual gross income to | 
investment is ordinarily much lower for public utilities than for 


other types of business.° 

An examination of the business of ginning cotton shows that 
it has not tended to become monopolistic in any significant degree, 
either under regulation in Oklahoma or without regulation in 
other states.*° The business of a single cotton gin is confined to a 
small area and in important cotton producing regions practi- 
eally all farmers have access to more than one gin. While certain 
large corporations in Oklahoma operate a considerable number 
of gins in line systems they do not appear to have achieved any 
significant monopoly powers, so far as the mere ginning of cot- 
ton is concerned, because practically all their customers could 
patronize some competing gin if they wished to do so without 
much additional costs or inconvenience. Possibly gins possessed 
more monopoly features when the law making them public 
utilities was passed than they do now, because trucks and 
improved roads have increased the distance which farmers can 
haul their seed cotton to have it ginned. However past conditions 
can have comparatively little effect on the present circumstances 
of the gins in this respect. 

The Corporation Commission appears to have taken a rather 
unusual position with respect to monopoly conditions in the gin- 
ning industry and the regulation of the industry as a public 
utility. At least statements in some of its orders indicate that 
at times it has considered lack of competition as a reason for 
permitting another gin under a different ownership to operate at 


Jones and Bigham, Principles of Public Utilities, Chap. II, Macmillan and Co. 


5 Lincoln, Applied Business Finance, p. 34 McGraw-Hill Book Co. - 
® Some of the far western states where the ginners help finance cotton growers may provide 
a partial exception to this statement. 
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certain points.” The Supreme Court of Oklahoma has upheld the 
right of the Commission to grant licenses for the operation of 
cotton gins at points where the physical facilities for ginning 
were sufficient to handle all the cotton available but where there 


] appeared to be a lack of competition between existing gins.* 


This attitude is precisely the opposite of the one usually taken 


] with respect to public utilities, where it is considered that the 


regulatory powers of the government are sufficient to protect 
customers from the evils of monopoly. It is also important to 
note that the Corporation Commission lacks power to compel 
competition in ginning in any place where it does not exist, 
except as laws against monopoly may provide such authority. 
This suggests that the Commission’s ability to protect cotton 


j farmers from the evils of monopoly, if they should exist, are, in 
] its own opinion, limited. 


When the law making cotton gins public utilities was origi- 
nally passed it was apparently expected that it would make pos- 
sible the limitation of the number of gins in the state in such a 
way that ginning costs would be reduced and cotton producers 
benefited. The right to refuse a license for any additional gins 
at points where adequate facilities already existed might be 
expected to produce some such result. However, it seems ques- 
tionable if there has been any effective limitation of the number 
of gins. In the first place the law required that all gins in opera- 
tion at the time the law became effective should receive a license. 
Consequently, whatever excess number of gins there was at that 
time tended to be perpetuated, except in communities where the 
production of cotton increased. In communities where produc- 
tion declined the Corporation Commission has had no effective 
way of reducing the number of gins more rapidly than they 
would have been reduced by competitive forces. Also it fre- 
quently has been claimed that the Commission has altogether 
too frequently granted licenses for the operation of additional 
gins when no real necessity for them existed. Of course, it is 
difficult to prove whether such statements are true or not, 
because the necessity for additional gins at any point usually 
cannot be positively known from the written evidence available. 
However, the opinion of a former chairman of the Commission 
regarding this matter is informative. He said in part,’ 


™Corporation Commission of Oklahoma Order nos. 5264 and 5265, both issued August 4, 
1930, and listed in the Commission’s Annual Report, 1931. 

5 Southwestern Cotton Oil Co., et al, v. Farmers Union Co-op Ginning Co., et al, 165 
Oklahoma 81, 24 Pac. (2d) 658. 

® Dissenting opinion of Chairman Paul A. Walker to Order No. 5598 of September 15, 
1931, setting ginning rates for the season 1931-32. Published in the Annual Report of the 
State Corporation Commission 1982, p. 255. 
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“. . . It must be admitted, however, that the large number of gins in 
Oklahoma makes it impossible for all these gins to secure what may be 
reasonably considered adequate amount of cotton to keep the gin in 
profitable operation, from the ginner’s profit standpoint. The big trouble 
is that the state is surfeited with gins. In 1924, for the season 1924-25, 
and over the protest of the then Commissioner Frank Carter, ginning rates 
were at the instance of the ginners’ association, or those speaking for the 
majority of the ginning interests of the state, placed so high that the 
ginning business appeared to be an exceedingly attractive and lucrative 
one. There followed as a result of this increase, what may be termed a 
saturnalia of gin building. People were anxious to get into the ginning 
business while the opportunity of reaping profits presented itself. The 
ginners thereby ‘cut their own throats’ so to speak, because by the rate 
which they asked for and got they encouraged excessive building of gins.” 


Another point with respect to the limitation of the number of 
gins concerns an act of the state legislature which provided that 
a license for a gin to be run cooperatively should be issued when- 
ever a petition requesting it and signed by 100 farmers in the 
community to be served by the gin was presented to the Corpora- 
tion Commission. The Supreme Court of the United States*® has 
declared this provision unconstitutional when applied to coop- 
erative gins organized under what is known as the 1919 or capital 
stock cooperative law of Oklahoma. The Court held that the dif- 
ferences between such cooperatives and ordinary business cor- 
porations were insufficient to justify their special treatment in this 
manner. However the Court indicated that the provision was 
probably constitutional if applied to organizations that were 
purely cooperative. Studies of the Oklahoma Agricultural Experi- 
ment Station have shown that all of the cooperative gins in Okla- 
homa have been organized under the 1919 law and consequently 
they have secured no advantage from this provision of the law. 

In view of all circumstances it seems doubtful if the regula- 
tion of cotton gins has been justified by any monopoly situation 
in the industry or that regulation has tended to create a mo- 
nopoly situation of benefit to the general public or any other 
important group in the state. 

The business of ginning cotton also lacks several of the 
other common characteristics of public utilities. The services of 
a cotton gin are no more indispensable than those of many other 
types of business which are not regulated as public utilities. Con- 
trary to the usual situation for public utilities the capital require- 
ments for an independent unit of the ginning industry are com- 
paratively small. Neither do gins enjoy comparatively steady 


10 Frost v. Oklahoma Corporation Commission, 1929 B Public Utility Reports 634. 
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revenues as do other public utilities. The business is highly 
seasonal and the volume also changes greatly from year to 
year. The labor costs of operating a gin are relatively large and 
important compared to other costs instead of the reverse. Also 
the ratio of gross income to investment is ordinarily larger than 
is common for most public utilities. The business of ginning 
cotton has not shown any particular tendency to encourage cus- 
tomer or employee ownership of securities, unless the develop- 
ment of cooperative gins may be considered as such a tendency. 
However this is quite different from what is commonly meant 
when customer ownership of public utility securities is discussed. 


Practical Results of Regulating Cotton 
Gins as Public Utilities 


The foregoing discussion seems to indicate that cotton gins 
do not possess, in any important degree, many of what are com- 
monly considered the more important characteristics of public 
utilities. Accordingly it is difficult to justify their regulation as 
public utilities on what might be called theoretical grounds. How- 
ever, since cotton gins have been treated as public utilities in 
Oklahoma for a considerable period of time, it is probably more 
important to examine as closely as possible the actual results 
of regulation and to judge the wisdom of the course followed 
according to the benefits or injuries which have resulted. 

One of the benefits which might be expected is that of lower 
ginning costs to cotton farmers in Oklahoma. It is difficult if 
not impossible to measure directly the effect of regulation on 
rates within Oklahoma. Probably the most accurate way of 
arriving at a reasonably satisfactory conclusion is to compare 
ginning rates in Oklahoma with rates in adjoining areas in Ar- 
kansas and Texas where ginning conditions, except for the factor 
of governmental regulation, are sufficiently similar to those in 
Oklahoma to make possible significant comparisons. The accom- 
panying table shows such a comparison. While considerable irreg- 
ularity between different regions and different years is shown, 
it appears doubtful if ginning rates have averaged lower in 
Oklahoma than in adjacent areas of neighboring states. Cer- 
tainly they were higher during the early years of the depression. 
While the farmers may not have received any lower rates as 
a result of regulation, the ginners may have benefited somewhat 
from higher rates. However, it is doubtful if this represented 
much real gain to them because they apparently were forced to 
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pay higher prices for the cotton, and perhaps also the cottonseed, 
which they purchased from the farmers than they would have 
needed to pay if the ginning rates had not been high. 

Some estimate of the amount by which cotton prices were 
higher than would normally be expected has been made for a 
GinninG Rates PER ONE Hunprep Pounps oF SEED CoTTon AND CHARGES PER 


PATTERN FOR BAGGING AND TIES IN OKLAHOMA AND ADJACENT AREAS IN 
ARKANSAS AND TEXAS 


1928 | 1929 | 1930 | 1931 | 1932 


Picked Seed Cotton 


Eastern Oklahoma ‘ $.35 $.35 $.25 


Eastern Texas 
Border Counties .29 -20 
Interior Counties........... .29 .20 


Western Arkansas 
Border Counties............ .30 -21 
Interior Counties .28 .19 


Western Oklahoma............ .30 -25 
Western Texas 


Border Counties............ .32 -25 
Interior Counties .41 -32 


Snapped Seed Cotton 


Western Oklahoma .374 .374 .374 


Western Texas 
Border Counties............ .42 .39 .33 
Interior Counties .43 .43 


Charges for Bagging and Ties 


Western Arkansas 
Border Counties 1.69 -62 1.49 
Interior Counties 1.61 ‘ 1.40 


Eastern Texas 
Border Counties............ 1.45 1.30 
Interior Counties .38 ‘ .27 .09 .07 


Western Texas 
Border Counties........... 1.45 ‘ 1.37 1. 1.10 
Interior Counties 1.68 ‘ 1.30 1.13 1.07 


1 These are the rates for two-pound jute bagging. ay sugar cloth bagging was $1.00 per pattern in 
1931 and $.90 in 1932 and 1933. Source: The rates for Oklahoma are those prescribed by the State Cor- 
ration Commission of Oklahoma. The rates for Arkansas and Texas were secured from the Division of 
otton Marketing, Bureau of Agricultural Economics, United States Department of Agriculture. The Ar- 
cases rates represent weighted averages of rates in selected counties, while the Texas rates represent 
simple averages. 


few ginners in the state in studies reported by the Oklahoma 
Agricultural Experiment Station.” In 1930-31 a group of gin- 
ners in eastern Oklahoma paid farmers an average price for 
cotton which was so high that if the ginners had shipped the 


1 Oklahoma Agricultural Experiment Station, Bulletins No. 219, ‘The Sale of Cotton 
in the Seed in Oklahoma,” by Lippert S. Ellis, A. M. Dickson and Clyde C. McWhorter, pp. 
43-50 and No. 227, “Relative Economic “one of Harvesting Cotton by Picking and 
Snapping in Western Oklahoma,” by Clyde C. McWhorter and Roy A. Ballinger, pp. 86-41. 
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cotton to the logical central market and sold it on the basis of 
quotations there on the day they purchased the cotton they would 
have lost about one-fourth of a cent per pound. That is, the 
margin between the local and central market prices lacked about 
that much of equaling the minimum costs involved in moving 
the cotton from the local to the central market. In 1931-32 the 
indicated losses by the ginners were slightly larger. In 1932-33 
and 1933-34 a group of ginners in western Oklahoma must have 
taken somewhat similar losses if judged by a comparison of 
local and central market prices. 

These facts should not be taken as indicating that all cotton 
ginners in Oklahoma have made profits whenever the rates they 
were required to charge were higher than the rates in adjacent 
areas in other states. Cotton ginning is like any other business 
in that some of those who engage in it make money while others 
lose. This condition exists partly because of differences in the 
ability of the ginners and partly because of differences in the 
economic circumstances surrounding the gins. Under competitive 
conditions ginning rates are not uniform over wide areas but vary 
largely according to differences in ginning costs in different 
places. In Oklahoma the rates as established by the Corporation 
Commission have always been uniform over wide areas and in 
recent years have been uniform throughout the entire state. Since 
ginning costs have no doubt varied in different parts of the state, 
this has meant that the established rates have been above the 
competitive level for some gins and below it for others. 

Uniform ginning rates over wide areas seem certain to produce 
such inequitable results. Yet the efforts of the Commission to 
divide the state into zones with different rates have not been 
particularly successful, because of the advantage secured by 
ginners located just inside the boundary of low rate zones over 
their competitors located on the other side of the boundary. No 
doubt competition between ginners has partially remedied some 
of the difficulties of uniform rates by influencing the prices paid 
for cotton and cottonseed and consequently the profits or losses 
realized from handling these products. However, to the extent 
to which this is true the reasons for setting ginning rates are 
defeated. If the ginners indirectly determine their own rates 
through a process of competition in supplementary enterprises, 
there would seem to be little legitimate reason for having the 
nominal rate set by governmental authority. 

Certain groups have claimed that the fixed ginning rates estab- 
lished in Oklahoma have encouraged the establishment and 
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operation of cooperative cotton gins in the state. There was a 
rapid increase in the number of such gins in western Oklahoma 
from 1925 to 1929, when ginning rates appeared to be relatively 
high. However, a somewhat similar increase in the number of 
cooperative gins occurred at about the same time in areas of 
Texas adjacent to western Oklahoma, so that it does not appear 
logical to ascribe more than a small part of the increase in 
Oklahoma to the influence of fixed ginning rates. 

Another possible advantage secured from the regulation of 
cotton gins in Oklahoma is the improvement in the quality of 
ginning which may have resulted from the Corporation Commis- 
sion’s supervision of the equipment of the gins. No adequate 
measure of the effects of this supervision is available. However, 
it is apparent that poor quality ginning has not been eliminated 
from the state. The quality of work done by a gin is greatly 
influenced by the adjustment of the gin’s equipment to conditions 
which may vary from day to day or even more frequently. No 
attempt has been made by the Commission to regulate this 
adjustment and it is difficult to see how such regulation could be 
made effective. 

While the discussion up to this point has indicated that the 
benefits of regulating cotton gins have been somewhat doubtful, 
it is possible that the difficulty has been caused by the fact that 
the regulation has not been complete enough. If this is true the 
remedy, supposedly, would be to have the Corporation Commis- 
sion exercise regulatory power over the supplementary business 
activities customarily engaged in by cotton ginners. This would 
mean chiefly their purchase and sale of cotton and cottonseed. At 
least two different schemes of regulation would be possible. The 
ginners might not be allowed to buy or sell these products at all 
or the prices which they would pay for them might be regulated 
in some manner. 

The first of these possibilities is difficult to justify, particularly 
for cottonseed, and probably would be difficult to enforce for 
either cotton or cottonseed. The methods used in the physical 
handling of cottonseed are such that it can be done more cheaply 
by ginners than by anyone else. The same thing is true of the 
purchase of remnants of cotton which are too small to make a 
bale. Under the circumstances it would seem foolish even to 
attempt to prevent ginners from buying these commodities. Also 
it would probably be difficult to enforce any regulations of this 
sort, because ginners would find some way of secretly purchas- 
ing these products through some friend or otherwise. 
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The possibility of merely regulating the prices ginners would 
pay farmers for cotton and cottonseed also offers difficulties. Such 
regulation probably would need to apply to all persons who pur- 
chased these products from farmers. This would be going rather 
far afield in order to accomplish the regulation of the ginning 
industry. Moreover the prices of cotton and cottonseed are 
largely determined in competitive markets that are worldwide in 
scope. Obviously a single price could not be set which would 
apply for any length of time, because prices in outside markets 
are continuously changing. Perhaps it would be more feasible to 
attempt to set a definite relationship between the prices to be 
paid by ginners in Oklahoma and the price quotations of some 
large market. However, such price relationships are continu- 
ously changing under competitive conditions and there would 
need to be corresponding changes in the regulated markets if 
they were kept in line with prices in unregulated markets. It 
would be difficult, if not impossible, for a governmental regula- 
tory body to make continuous adjustments of this sort, particu- 
larly since the adjustments might need to be different in different 
parts of the state. 

Another difficulty in any scheme of regulated prices is that 
of providing proper differentials for variations in quality. To be 
sure, this is done only in a very imperfect way under competitive 
conditions, but some provision would need to be made for such 
price differences under any scheme of regulation, otherwise those 
who produced superior qualities would receive no remuneration 
for the effort and ability required to do so. 


Conclusion 


The general conclusion that the regulation of cotton gins as 
public utilities in Oklahoma has not been particularly beneficial 
to those most directly concerned seems inescapable. The evidence 
does not show that the cotton farmers have secured lower gin- 
ning rates. The number of gins does not appear to have been 
adjusted in any significant way to the need for ginning facilities. 
Neither does the ginners’ ability to make a fair return on their 
capital investment seem to have been effectively protécted, 
because of the relationship between cotton ginning and certain 
supplementary business activities commonly engaged in by the 
ginners. It does not seem practical to subject these supplemen- 
tary business activities to regulation because of the worldwide 
character of the markets for the principal products handled. 

The principal reason for the apparent failure of regulation to 
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bring about significant improvements in the situation surround- 
ing the ginning industry in Oklahoma as has been done for other 
public utilities appears to be the lack of monopoly characteristics 
in the industry. The application of public utility regulation to an 
industry which largely lacks the most important characteristic 
of a public utility has led to a situation in which the effects of 
regulation have been more or less nullified by certain practices 
within the industry, which have not been subject to regulation 
and which apparently cannot be at all easily regulated. 
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COVARIANCE USED TO ANALYZE THE RELATION 
BETWEEN CORN YIELD AND ACREAGE' 


GERTRUDE M. Cox anp Grorce W. SNEDECOR 
STATISTICAL LABORATORY 
Iowa State 


The relation between corn yield and the number of acres in 
corn on Iowa farms is a matter of considerable interest. If tech- 
nical and economic conditions were uniform, the presumption 
would be that corn acreage would vary with the productive capac- 
ity of the soil. The very existence of different type-of-farming 
areas in the state, however, indicates non-uniform conditions. 
The questions arise as to whether any relation of yield to corn 
acreage on individual farms exists within these type-of-farming 
areas, and if so, whether the relation is the same in one area 
as in another. Recent findings indicating that there is greater 
erosion on small farms lend additional interest to the inquiry.’ 

This problem was first attacked by Schultz’ using the tech- 
nique of analysis of variance. At the time, however, he was handi- 
capped by the fact that no method was available for handling 
disproportionate subclass numbers. He was compelled to make a 
random choice of only part of the available data in order to keep 
his subclass numbers proportional. Later, Snedecor and Cox‘ 
examined a similar set of data, using the newly developed tech- 
niques appropriate to disproportionate subclass numbers. The 
solution was still inconclusive because in dealing with dispro- 
portionate subclass numbers there must be set up some hypothe- 
sis about the population from which the sample is drawn. 
Usually, the exact form of the hypothesis is unessential, but in 
this case the result obtained seemed to be a consequence of the 
hypothesis chosen. 

Meanwhile, the analysis of covariance as originally presented 
by Fisher has been expanded and perfected by him and his co- 
workers.® In its extended form, it lends itself admirably to the 
solution of the yield-acreage problem. In addition, further sur- 


1The authors wish to express their appreciation of the counsel and assistance rendered by 
Professor T. W. Schultz, head of the Economics and Sociology Department. 

2Iowa State Planning Board. The second report. Part I. Land. April 1935. 

3 Schultz, T. W. Testing the mean values drawn from stratified samples. JOURNAL OF FARM 
Economics, Vol. XV, No. 3, 452-475 (1933). ; 

*Snedecor, George W., and Cox, Gertrude M. Disproportionate subclass numbers in tables 
of multiple classification. Iowa Agr. Exp. Station. Res. Bul. 180 (1934). : 

5 Fisher, R. A. Statistical Methods for research workers, Oliver and Boyd, Edinburgh. 
Fourth and Fifth Edition (1932, 1934). 

Fisher, R. A. The design of experiments. Oliver and Boyd, Edinburgh (1935). 

Bartlett, M. S. The problem in statistics of testing several variances. Proc. of the Cam- 
bridge Philosophical Soc., XXX, 2:164 (1934). : 

: elch, B. L. Some problems in the analysis of regression among k samples of two variables. 

Biometrika 27:145 (1935). 
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veys of Iowa conditions have resulted in a division of the state 
into more homogeneous type-of-farming areas, seven in number, 
which are based upon selected physical and economic criteria, 
such as the proportion of the farm’s income obtained from the 
sales of livestock, livestock products and crops, and upon the 
typical organization of the farms. It seems appropriate, there- 
fore, to present the new solution of the problem both for its 
economic contribution and as an illustration of the use of the 
powerful new group of statistical methods known as analysis 
of covariance. 

The data for 1933 were made available through the courtesy 


TaBLeE 1. NuMBER oF Farms, Corn ACREAGE AND Corn YIELD IN SEVEN TYPE-OF- 
FarMinG AREAS IN Iowa, 1933 


Mean corn Mean corn yield 


Type-of-farming area acreage in bu. per acre 


Dai 
. No 


. North Central cash grain 

. Eastern meat 

. South Central pasture............... 
. Southern pasture 


of L. M. Carl, Agricultural Statistician of the Division of Crop 
and Livestock Estimates, Bureau of Agricultural Economics, 
U.S. D. A. A summary for the 2205 farms surveyed is presented 
in table 1. The original data for each farm were punched in a 
card, and were tabulated mechanically.* This accounts for the 
large size of some of the numbers appearing in later tables. When 
using machine tabulation, it is usually easier to carry the large 
numbers than it is to code the original entries. Looking at the 
means given in table 1, it is clear that the farms in the several 
areas are characterized by markedly different corn acreages as 
well as by widely varying yields. It is not evident that acreage 
and yield are related in any way. The Western Meat area has 
the largest corn acreage per farm, but less than average yield. 
The Southern pasture area, however, is low in both average 
acreage and yield. This table furnishes no evidence about the rela- 
tionships among the farms within the type-of-farming areas, nor 
about the variability of the data for the individual farms. For the 
isolation of such information, the techniques of analysis of vari- 
ance and covariance were used. The data for the analyses which 

6 Brandt, A. E. Uses of the progressive digit method. In Baehn, G. W. ed. Practical 


applications of the punched card method in colleges and universities. Columbia Univ. Press, New 
York, N.Y. p. 423 (1935). 
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follow are given in table 2. In this table are given the number of 
farms in each type-of-farming area, the sums, sums of squares and 
sums of products of the original entries. These sub-totals were 
secured from the machine tabulations. The totals for the 2205 


TaBLE 2. NuMBER OF Farms, Sums, Sums oF SQUARES AND PRODUCTS OF THE 
EntTRIES FOR CorN ACREAGE AND Corn YIELD 


Number Acreage Sum of Sum of 
Area of or Sum squares products 
farms Yield of entries of entries 
372 Acreage 15,911 957 , 169 
Yield 16 ,027 738 ,849 695 ,449 
2. Northern cash grain..... 159 Acreage 11,931 1,209 ,333 
Yield 7,213 346 ,397 524,768 
3. Western meat......... 403 Acreage 34,561 4,145,423 
Yield 16 ,602 737 ,280 1,422,889 
4. North Central cash grain. 421 Acreage 33,111 3,660,707 
Yield 20,325 1,024,781 1,602 ,352 
5. Eastern meat.......... 396 Acreage 22 ,946 1,847 ,742 
Yield 18,756 958 ,520 1,090 ,666 
6. South Central pasture. . . 176 Acreage 10,376 947 ,938 
Yield 7,484 343 ,926 455,172 
7. Southern pasture....... 278 Acreage 12 ,032 744,744 
Yield 9,606 379 ,858 420 ,339 
2205 Acreage 140 ,868 13 ,513 ,056 
Yield 96 ,013 4,529,611 6,211,635 


farms, derived by summing the seven sub-totals, are recorded 
at the bottom of the table. 

The analysis of the variance of corn yields on the farms, car- 
ried out in the same manner as described in this Journal by 
Schultz,” is recorded in table 3. The large value, 


F =6,781.8/140.2 = 48.4 


leaves no doubt of the significance of the differences between 
the mean area yields in table 1. The questions to be answered are 


TaBLE 3. ANALYSIS OF VARIANCE OF CorN YIELD IN SEVEN TyPE-OF-FARMING 
AREAS IN Iowa, 1933 


Source of variation Degrees of freedom | Sum of squares Mean square 
Total 2,204 348 , 887 

Between area means 6 40,691 6 ,781.8** 
Within areas 2,198 308 , 196 140.2 


** Highly significant. 


to what extent and in what manner these yields are related to 
the acreage devoted to corn on the several farms. To answer 
these questions, analysis of covariance was used. The computa- 
tions are fundamentally of the same kind as those in the analysis 


* Schultz, T. W., loc. cit. 
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of variance, the difference being the introduction of the sum of 
products associated with the concepts of correlation and 
regression. 


TaBLe 4. ANALYSIS OF COVARIANCE OF CorN YIELD AND CoRN ACREAGE ON 2205 
Iowa Farms, 1933 


Sum of squares and products Correlation | Regression 


Source of variation freedom | Corn acreage | Corn Yield | Products 
Sx? Sy? 


Sxy 


2,204 4,513 ,603 348 , 887 77,776 
Between area means... 6 606 ,472 40,691 58 ,968 
Within areas......... 2,198 3,907,131 308 , 196 18 ,808 


The sums of squares and products in table 4 were computed 
from the original data given in table 2 in the manner described 
below and also as given by Snedecor® (examples 2 and 10). 


The correction terms: 
(140,868)? 
2205 
(96,013)? 

2205 
(140,868) (96,013) 
2205 


The last correction term has a numerator which is the product 
of two sums instead of the square of a sum. 


for acreage, = 8,999,453 


for yield, = 4,180,724 


for products, — 6,133,859 


The total sums of squares and products: 
for acreage, 13,513,056 — 8,999,453 = 4,513,603 
for yield, 4,529,611 — 4,180,724 — 348,887 
for product, 6,211,635 — 6,133,859 = 77,776 


Between area means sums of squares and products: 


for acreage, 
(15,911)? (11,931)? (12,032)? 
+ 


372 159 278 


for yield, 
(16,027)? (7,213)? __ (9,606)? 
372 159 278 


® Snedecor, George W. Calculation and interpretation of analysis of variance and covariance. 
Collegiate Press, Inc., Ames, Iowa (19384). 
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for products, 
(15,911) (16,027) 4 (11,931) (7,213) Bee's (12,032) (9,606) 
372 159 278 
6,133,859 = 58,968. 


The sums of squares and sum of products within areas are then 
obtained by subtraction. 


for acreage, 4,513,603 — 606,472 — 3,907,131 
for yield, 348,887 — 40,691 — 308,196 
for products, 77,776 — 58,968 = 18,808 


The correlation and regression coefficients’ are calculated as 
usual. As examples, the correlation between yield and acreage 
between means of areas is 


58,968 


== 0.3754, 


V (606,472) (40,691) 


while the regression coefficient of yield on acreage between 
means of areas is 


58,968 /606,472 — 0.0972. 


The only significant correlation (and, therefore, regression co- 


efficient) is the one for total. The larger correlation between 
means of areas is based on too few degrees of freedom for sig- 
nificance. The one within areas is an average of the seven indi- 
vidual area coefficients which will be segregated later. All this 
indicates that there is no very striking relation between yield 
and acreage in the state as a whole. 

It is now necessary to introduce into our area comparisons a 
correction which makes allowance for such variations in yield as 
may be due directly to variation in corn acreage. When this is 
done, there remains the sum of squares of errors of estimate of 
corn yield for each of the lines of table 4. Since the correlations 
are small, these sums of squares will be little less than those 
under the caption, Sy”. The formula for the computation is 


Sy’ — (Sxy)?/Sx’, 
the second term being the indicated correction. 
Applying this to the first line in table 4, 
348,887 — (77,776)?/4,513,603 — 347,547. 


* Wallace, H. A., and Snedecor, George W. Oorrelation and machine calculation. Iowa 
State College Official Publication. 30: No. 4. Revised edition (1931). 
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In a similar manner, the sums of squares of errors of estimate are 
computed for the other two groups, all the results being recorded 
in table 5. The degrees of freedom in each line have been reduced 
by one, corresponding to the regression coefficient (or correlation 
coefficient) implicitly used in the adjustment. 

Owing to the slight decrease in the between means of areas 
sum of squares, coupled with the relatively great reduction of 
the degrees of freedom, the mean square of errors of estimate 
between area means is actually greater than the unadjusted 


TaBLeE 5. Sums or Squares OF Errors oF EstTiMATE, MEAN SQUARES, AND 
DEGREES OF FREEDOM FOR CorN YIELD AS ESTIMATED FROM CorRN ACREAGE 


Sum of squares “Adjusted” 
Source of variation Degrees of freedom of errors of estimate Mean square 


2,203 347 ,547 
Withinareas............. 2,197 308 , 105 
Between area means....... 5 J 

Remainder 1 4,484 


mean square in table 3. This indicates the failure of the attempt 
to associate any of the variation in yield with the corresponding 
area acreage. The adjusted mean square for within areas turns 
out to be the same as the corresponding mean square in table 
3. If there is any association between yield and acreage within 
the individual areas, the effect is lost in the average within areas 
of this table. 

After adjustments are completed, there remains a single de- 
gree of freedom together with an associated sum of squares, 


TABLE 6. ANALYSIS OF COVARIANCE AND Errors OF EsTIMATE OF CoRN YIELD AND 
Corn ACREAGE IN SEVEN TYPE-OF-FARMING AREAS IN IOWA 


Sum of squares and products Sum of 
Corre- Regres- D egrees squares of 


lation sion errors of 
Corn Corn 


Coeffi- Coeffi- 
freedom Sxy dent lent freedom 


Type of Degrees 
farming f 


371 | 276,632 | 48,352 | 9,950| 0.0860 | 0.0360 | 370 | 47,994 
158 | 314,058 | 19,181 |—16,479 |—0.2123**|—0.0525**| 157 | 18,316 
meat......| 402 |1,181,496 | 53,344 —0.0035 |—0.0008 | 401 | 53,343 


. North Cen- 
tral cash 


420 |1,056,578 | 43,532 0.0178 0.0036 419 43 ,518 


meat...... 395 518,149 | 70,168 0.0202 0.0074 394 70,139 
. South Cen- 
tral pasture. 175 336,226 | 25,686 0.1502* 0.0415* 174 25,107 


. Southern 
277 223,992 | 47,933 0.0443 0.0205 276 47 ,839 
2191 306 , 256 


* Significant. 
** Highly significant. 
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4484, This remainder furnishes a test of the significance of the 


difference between the regression coefficients in the last two 
lines of table 4. 


As has been intimated, the real interest in this problem lies 
in the correlations within the seven areas of the state. The neces- 
sary calculations are summarized in table 6. The sums of squares 
and products of deviations from means in each area were com- 
puted from the original data given in table 2. For example, 

Dairy area correction terms: 


(15,911)? 
372 

(16,027)? 

372 


(15,911) (16,027) 
372 


Dairy area sums of squares and products: 
for acreage, 957,169 — 680,537 = 276,632 
for yield, 738,849 — 690,497 = 48,352 
for products, 695,449 — 685,499 9,950 


for acreage, = 680,537 


for yield, — 690,497 


for products, 


— 685,499 


Each correction term is subtracted from the corresponding sum 
of squares or products of entries from table 2 to determine the 
sums of squares and products in line 1 of table 6. The correla- 
tions and regressions are computed as previously illustrated. 

Since an examination of the results recorded in table 6 show 
that there are differences among the correlations and regression 
coefficients in the seven areas, it is desirable to find out whether 
they vary only as much as might be expected in random sampling 
from a homogeneous population, or whether the areas differ 
significantly among themselves in the relation between acreage 
and corn yield. As a first step in testing the differences among 
the area regression coefficients, the sum of squares of corn yield 
in each area is adjusted for its own regression on corn acreage, 
that is, the sum of squares of errors of estimate is computed for 
each area in the manner already explained. The results for the 
seven areas are recorded in the last column of table 6. Each 
source of variation loses a degree of freedom corresponding to 
the regression coefficient used in the adjustment. The sums of 
Squares and degrees of freedom for the seven areas are added 
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to give the within areas sum of squares, adjusted for individual 
regressions. This within areas sum of squares (306,256) is the 
pooled sum of squares of the deviations of the individual obser- 
vations, each measured from its own area regression. Contrast 
with this, the within areas sum of squares of errors of estimate 
(308,105) from table 5, which is adjusted for the average within 
area regression: that is, instead of taking the deviation of each 
observation from its area regression, the deviation is measured 
from an average regression common to all areas. 

The data for these two sums of squares of errors of estimate 
within areas are entered in table 7. The failure of the individual 
area regressions to estimate the corn yield within the several 
areas is a valid estimate of error, so that other mean squares 
may be tested for significance against the value, 139.8. It hap- 
pens that, in table 7, both the within areas mean squares are 


TABLE 7. ANALYSIS OF Errors OF EsTIMATE ‘‘WITHIN AREAS” 


Source of variation ee Sum of squares Mean square 
Within areas, from average regression, table 5 2,197 308 , 105 140.2 
Within areas, from seeps regressions, 
table6. 2,191 306 , 256 139.8 
Remainder, between area ‘Tegression 
cients. 6 1,849 308 .2* 


* Significant. 


approximately 140. These estimates usually differ somewhat but 
not much. 

The six degrees of freedom associated with the seven area 
regressions yield the mean square, 308.2. This furnishes the de- 
sired test of significance of the differences among the area re- 
gression coefficients of table 6. The value, 


F = 308.2/139.8 = 2.2, 


just beyond the 5 per cent level, is not convincingly significant. 
Nevertheless, it will be assumed in what follows that some of the 
type-of-farming areas are characterized by differing regressions 
of yield on acreage. This assumption is supported also by the fact 
that of the two significant regressions in table 6 one is positive 
and the other negative. On the other hand, it is clear that the 
other five regressions may exhibit only sampling variation from 
a homogeneous population. 

Before attempting to interpret the results already obtained, 
it is enlightening to consider the graphical representation of 
the regressions under discussion. Regression equations’® may be 


10 Wallace, H. A., and Snedecor, George W., loc. cit. 
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calculated from the data in tables 1, 4, and 6. For example, that 
for the dairy area is 


Y = 43.1 + 0.0360(X — 42.8) 
— 0,0360X + 41.6 


where X indicates the farm acreage in corn, and Y, the estimated 
corn yield in bushels per acre. The average regression of yield 
on acreage within areas is 


Y — 43.5 + 0.0048(X — 63.9) 
— 0,0048X + 43.2 


and the between area means regression is, 


Y — 43.5 + .0972(X — 63.9) 


Y = .0972X+-37.3 


These and the other area regressions are plotted in figure 1. The 
variation in the slopes of these area regression lines has been 
previously demonstrated to be significant. The slope of the line 
for the Northern Cash Grain area is significantly negative, while 


| | 
y North Central Cash Grain > 
Eastern Meat 
ea 
in centro 
c 
“42 
9 Western Meat 
z 
038 
Southern Pasture 
34 
re) 40 100 120 140 


GO 80 
ACRES OF CORN ON FARM 
Fic. 1. Regression lines for each area, within areas and between area means 


e é 
| 
] 


606 Cox and Snedecor 


that for South Central Pasture area is significantly positive. 

The negative regression in the Northern Cash Grain area is 
apparently associated with varying management practices of 
the individual farmers. Those who raise corn on too great a por- 
tion of their land, seeking immediate cash returns, fail to pre- 
serve the soil fertility, the result being a decrease in yield per 
acre, 

The situation in the South Central Pasture area is more com- 
plicated. Many of the farms in this region are hilly and unsuited 


TABLE 8. ANALYSIS OF ERRORS OF ESTIMATE OF CorN YIELD 
BY TYPE-oOF-FARMING AREAS 


Source of variation a Sum of squares Mean square 


2,203 347 ,547 
Within areas, from individual regressions... . 2,191 306 , 256 
Between area regression coefficients........ 6 1,849 
Between area 5 34,958 


nificant. 
to corn production. The small corn acreages are associated with 
small farms on which erosion has in many instances progressed 
so far as to cause serious impairment of the fertility. The farms 
with large corn acreages are usually on level ground where the 
fertility has been maintained. In this area, therefore, there is 
a significant positive correlation between acreage and yield. To 
a less extent, this proved true in the Southern Pasture area. 
The non-significant correlation in this area may be due to some 
peculiarity of the sample of farms. It is believed that much the 
same relations exist in these two areas, and also that the yields 
associated with small acreages have been tending to become 
smaller for a number of years. 

Two observations may now be made. (i) The adjusted mean 
square between area means, in table 8, measures the deviations 
of these means from their own regression line. The graph ap- 
pears in figure 1. The circled points represent the area means. 
The somewhat contradictory statement may be made that the 
most notable feature of this area mean regression is its failure 
to account for the mean area yields. The large deviations explain 
the non-significant correlation between means of areas in table 
4, It is questionable whether this regression represents any pop- 
ulation relationship or is merely a sampling accident. (ii) The 
remainder mean square, 4,484, furnishes a test of the significance 
of the difference between the last two regression coefficients in 
table 4, those between area means and within areas from average 
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regression. The lines are indicated in figure 1. The F value, 
4484/139.8 — 32.1, leaves no doubt of the significance of this 
difference. Nevertheless, the doubtful objectivity of the regres- 
sion for area means makes the interpretation questionable. Sub- 
ject to this limitation, quantitatively at least, the relation between 
acreage and yield on the farms in the state is different from that 
relation for the means of the type-of-farming areas. 


Summary 


1. Analysis of covariance has been used to study the relation 
between corn yield and corn acreage within and between the 
seven types-of-farming areas of Iowa in 1933. The relationships 
are quantitatively small. 

2. In the Northern Cash Grain area a significant negative cor- 
relation is interpreted as indicating decreased fertility on farms 
where corn is raised so persistently as to impair fertility. 

3. In the South Central Pasture area the significant positive 
correlation reflects the tendency for operators of small farms 
to keep land in corn despite the effects of erosion. 

4. In the other five areas of the state there is little relation be- 
tween corn acreage and corn yield. 

5. There is a highly significant difference in the mean area 
corn yields of the seven type-of-farming areas. In this 1933 sam- 
ple, the North Central cash grain farms had a larger average corn 
yield than the other areas. 
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NOTES 
FARM CREDIT RESEARCH IN THE FCA 


A research program in long and short term credit has taken definite 
form in the Farm Credit Administration in recent months. 

Within the FCA’s division of Finance and Research, headed by Dr. 
F. F. Hill, is the Economics Subdivision which has the responsibility of 
carrying forward a farm credit research program. In addition to its re- 
search activities, this subdivision assists a group of statisticians, one 
located in each of the twelve district offices of the FCA. These statisticians 
provide, as part of their duties, research on farm credit problems peculiar 
to the states in their districts and of concern to the officers of the operating 
units. With extensive records of lending operations available in the district 
offices, these statisticians are in a favored position to study questions at 
first hand. 

A brief outline has been prepared of the research program tentatively 
set up for the subdivision in Washington and for the twelve district 
statisticians. This program represents more a statement of the field than 
a series of actual projects. Although a number of projects under the head- 
ings suggested below are in progress, no effort is being made to carry on 
at present all of the studies indicated. Moreover, other agencies such as 
the state agricultural experiment stations and the division of Agricultural 
Finance in the Bureau of Agricultural Economics are in certain instances 
providing the FCA with needed research results, thus relieving the pres- 
sure for research within the FCA. Another type of research by an outside 
agency is represented by a study of the FCA by a group in the department 
of Economics at Harvard University under the supervision of Dr. J. D. 
Black through research funds granted for this purpose. 

It should be emphasized that one of the duties of the Economics Sub- 
division is the encouragement of farm credit research by outside agencies 
and, equally important, summarizing and placing the pertinent findings 
of these agencies before the administrative officers of the FCA who are 
in a position to make practical application of such findings. The following 
list, therefore, includes subjects that are being studied by other agencies 
as well as by the FCA. 


Outline of Research Activities 
I. Credit Studies of Individual Farm Types 


An examination of factors peculiar to individual types of farming in 
order to adapt loan policies of Farm Credit Administration agencies (both 
short and long term) to the special requirements of individual farm types. 
For example, loans designed especially to meet the extreme variation in 
incomes on wheat and vegetable farms, for the frequent and relatively 
stable receipts on dairy farms, ete. 


II. Loan Experience Studies 


Determination of causes for variations in losses and delinquencies by 
an analysis of data showing the success and failure of loans to individual 
farmers and stockmen made by agencies under the FCA. More precisely, 
the significance of factors such as soil, size, taxes, crop yield variation, 
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buildings, and prices in explaining loan experience. Changes in policy 
and procedure desirable in the light of results. 


Ill. Land Appraisal Studies 


Consideration of actual appraisals, appraisal procedure, land values, 


and sale prices of land to indicate possible improvements in appraisal 
practice of the FCA. 


IV. Price Level Analysis and Loan Policy 


Boom and depression analysis particularly in relationship to farm land 
values. Evaluation of factors responsible for price level changes. Deter- 
mination, in so far as possible, of relation of present price level and prices 
of individual farm products to future fluctuations, for a number of years 
in case of real estate loans and for a number of months up to several 
years for production loans. Formulation of loan policy recommendations 
for lending agencies in the FCA in line with conclusions of analysis. 


V. Studies of Organization of FCA Institutions 


Inquiries to determine how these institutions may be improved. They 
may include any one or combinations of the following: The federal land 
banks, national farm loan associations, Federal Farm Mortgage Cor- 
poration, production credit corporations, production credit associations, 
federal intermediate credit banks and agencies discounting paper with 
them, banks for cooperatives, emergency crop and feed loan offices, and 
credit unions. 


VI. Studies of Foreign Agricultural Credit Systems 

Comparison of farm credit experience of lending agencies in foreign 
countries with that of the FCA. Careful examination of methods followed 
in foreign lands but not practiced or in existence in this country. On the 
basis of such studies, recommendations covering desirable changes in or- 
ganization and practice in the FCA. 


VII. Commodity Credit Investigations 


Analysis of conditions peculiar to the processing and marketing of 
individual commodities financed through agencies of the FCA. This 
to include a consideration of the productive process, the influence of fac- 
tors determining prices, and the organization and management of farmer 
cooperatives handling the commodity. Conclusions as to ways and means 
of improving the financing of these commodities through cooperatives. 


VIII. Studies of Risk, Interest Rates, and Cost of Credit 


Comparison of the interest rate spreads received by FCA lending agen- 
cies and the costs of lending including estimated losses. Analysis of these 
data by regions to show differences in cost resulting from variations in 
such factors as losses, collection expenses, and size of loans. Analysis of 
the application of uniform interest rates throughout the United States 
by FCA lending organizations. 

In addition to the field of work covered in the outline above, the Eco- 
nomics Subdivision is earrying on a group of service activities such 
as the preparation of reports on the farm price situation, based for the 
most part on United States Department of Agriculture material but 
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adapted to the special needs of Farm Credit Administration staff mem- 
bers, and reports presenting specific answers to operating problems in 
agencies under FCA supervision. This subdivision also maintains a file 
of farm credit research material and reports prepared in the Wash- 
ington office or by the district statisticians. These files should, in the 
course of time, represent an excellent source of primary data for research 
workers in farm credit. 

This discussion would not be complete without mention of the Eco- 
nomics Subdivision’s responsibility of contributing ideas for the im- 
provement of the Farm Credit Administration. Of course, specific research 
projects will, if they result in positive conclusions, accomplish this pur- 
pose. Nevertheless, in order to avoid becoming lost among details of daily 
activities, it seems important to emphasize this major objective of as- 
sisting in the building of a stronger farm credit system. 


W. G. Murray 
Farm Credit Administration 


THE 1936 AGRICULTURAL CENSUS OF THE PROVINCES OF 
MANITOBA, SASKATCHEWAN AND ALBERTA 


Authority for the quinquennial census of Alberta and Saskatchewan 
was originally taken under the Alberta Act, 1905 (5 Ed. VII, c. 3) and 
the Saskatchewan Act, 1905 (5 Ed. VII, c. 42) respectively, which pro- 
vide for censuses every fifth year from 1901, but an amendment to the 
Census and Statistics Act in 1905 (5 Ed. VII, c. 6) as repeated in the 
Statistics Act, 1918, declares that “a census of population and agricul- 
ture of the Provinces of Manitoba, Saskatchewan and Alberta shall be 
taken ... on a date in the month of June in the year one thousand nine 
hundred and twenty-six . . . and every tenth year thereafter.” The 
reason for the establishing of this quinquennial census in the three Prairie 
Provinces was the rapidly changing conditions in these newer sections 
of the Dominion. 

Historical 

Before proceeding to the enumeration of the various questions which 
will be asked of every farmer in the forthcoming census, it might not 
be out of place in this note to briefly review Canada’s achievements in 
census taking. 

Canada has the credit of being the first country in the world to take a 
census as it is known in modern times. It was in the year 1666 that the 
first census of the colony of New France was taken. It was a systematic 
“nominal” enumeration of the people taken on the “de jure” principle. 
A transcript of this document is to be found in the Canadian Archives 
at Ottawa. 

The next year, 1667, the census of New France, besides being a record 
of the population of the colony, also constituted the first agricultural 
census, as it contained a statement of land under cultivation and the 
number of live stock on hand. No less than 36 complete censuses of 
the colony were taken between the years 1666 and 1763. 

From the date of British occupation, a series of less elaborate reports 
by Colonial Governors took the place of these records, though the census 
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eventually reappeared at regular intervals. The scope of these inquiries 
yaried widely but after 1827 they became fairly inclusive. 

The first Canadian Census Act (that of the United Provinces) was 
passed in 1841 and under its authority a census of Upper Canada was 
taken in 1842 and one of Lower Canada in 1844. The Act was amended 
in 1847, and a census was taken in 1848. Another Act was passed in 1851 
and under it the censuses of 1851-52 and 1861 were taken. Censuses of 
Nova Scotia and New Brunswick were taken in the same years, thus 
giving in 1851 the first records of the four provinces which originally 
constituted the Dominion. 

A Census Act was passed by the Parliament of Canada in 1870 (33 
Vict., c. 21). The first Census of the Dominion was taken in 1871, and 
similar censuses have followed in every tenth year thereafter. In 1886, 
a special census of Manitoba and the Northwest Territories was taken 
midway between the decennial censuses under authority of Act passed in 
1885 (48 Vict. c. 3). This quinquennial census of Manitoba was repeated 
in 1896, and in 1906, 1916 and 1926, quinquennial censuses were taken 
under authority of the Acts mentioned in the first paragraph of this ar- 
ticle. 

Date of the Census 


The date selected for the 1936 Census is June 1. Previous to 1911, the 
Census was taken in April, the change to June being made to avoid the 
unfavorable weather and road conditions of the earlier month, which 
seriously retarded enumeration in the extensive thinly-populated areas 
which the census must cover. The June date has the further advantage 
of enabling the acreages sown to crops for the current year to be ascer- 
tained with a degree of accuracy impossible in April. 


Development of Census Schedules 


As already pointed out, the questions asked in the early censuses con- 
sisted mainly in a statement of land under cultivation, of yields of the 
main crops and of the numbers of live stock on hand at the time of the 
census. The schedules used for the census of 1871 contained 57 questions 
dealing with acreages occupied and improved, the numbers of live stock 
and the production of crops and animal products. The 1881 schedule was 
similar to the 1871 with a few questions added. In the censuses of 1891 
and 1901, the schedules became more inclusive, asking in addition to the 
yield, the acreages devoted to individual crops. The 1901 schedule further 
ascertained the value of farm property, the number of fruit trees and a 
statement of pure-bred animals. In 1911 occurred the aforementioned 
change in the date of the census and to the questions already asked 
in previous enumerations was added a statement of all crops seeded in 
1911. The schedules in that year contained 276 questions. In 1921, ques- 
tions were added concerning farm operators, farm facilities, market gar- 
dens, ete., increasing the number of questions asked to 522. In 1931, the 
ever increasing demand from all sources for further information brought 
the number of questions asked on the general farm schedule to 605 and 
in addition three other schedules obtained records of vacant and aban- 
doned farms, of values of field crops and of plots of land which did not 
qualify as farms. 
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The 1936 Schedules 


The quinquennial census covers only the three Prairie Provinces where 
there are practically no market gardens, fruits and greenhouses. For this 
reason, it has been possible to reduce the number of questions on the 
general farm schedule to 384. Separate schedules are also employed to 
obtain records of vacant and abandoned farms, of values of field crops 
and of agricultural production not on farms. 

The general farm schedule collects information on the following sub- 
jects: 1. The age, birthplace, racial origin, experience as a farmer, year 
of immigration (if not Canadian born), etc., of all farm operators. 2. 
The number of persons gainfully employed on farms (exclusive of house- 
work) classified into members of the family, permanently hired men, 
temporarily hired men and women and the number of weeks of work 
done by hired help. 3. The farm population on June 1, 1936 and the move- 
ment of farm population from city to farm and from farm to city in the 
last twelve months and in the last five years. 4. The total acreage of farms, 
with their tenure and condition as improved and unimproved. 5. The total 
value of the farms including buildings, the value of the farmers’ homes 
and of the farm equipment. 6. The amount of money owed on mortgages 
and liens and the rate of interest paid thereon. 7. All farm expenses 
grouped under various headings. 8. Farm facilities. 9. Farm garden. 10. 
Forest products. 11. Co-operative marketing. 12. The acreages and yields 
of all crops grown on farms in 1935 with a statement of crop failure 
and the acreages sown to all crops in 1936. 13. Crops of 1935, sold or to be 
sold. 14. Live stock on hand on June 1, 1936, animal products raised in 
1935, live stock and products sold in 1935 and pure-bred animals on farms 
in 1936. 15. Value of products sold off the farms in 1935 under various 


headings. 
Method of Taking the Census 


To carry on the field work of the census, the three provinces are divided 
into fifty-five districts each corresponding with an electoral district. A 
Census Commissioner has charge of a district. The districts are divided 
into enumeration areas and some 3,500 enumerators will start collecting 
information on June 1. 

To insure better enumeration and also to assist the enumerator in 
his task, an advance schedule was sent to every farmer in November. 
The farmers were urged to study the schedule and to make their entries 
thereon. It is hoped that by this method, the farmer will not have to de- 
pend so much on his memory and will help to eliminate a part of the 
“memory bias” which schedules of this kind are subject to. It was hoped 
that in November the farmer would remember more correctly his trans- 
actions of the current year than he would in June of the next year. Enu- 
merators are also asked to question the farmer and jog his memory in 
order to obtain as complete an enumeration as possible. Whether this 
method will prove satisfactory will be seen when returns are sent in to 
Ottawa after enumeration. 

O. A. Lemieur 

Dominion Bureau of Statistics, Ottawa 
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ECONOMIC STATUS OF TENURE GROUPS IN TALLAPOOSA 
AND CHAMBERS COUNTIES, ALABAMA 


Much has been written and said about the status of the half-share 
cropper in the South during the depression and the period of “agricultural 
adjustment.” The conclusions of such discussions of the cropper’s status 
are often conflicting. There appears to be a crying need for clarifying 
facts. Some such facts were gathered in one area by the Soil Conservation 
Service of the United States Department of Agriculture and the Depart- 
ment of Agricultural Economics of Alabama Polytechnic Institute. A com- 
plete survey by use of the usual farm business record blank was made 


TABLE 1. INcomE Data BY TENURE AND CoLor Groups 


White farmers Colored farmers 


Fulland Half- || Fulland Half- 
part | Renters*} share* part | Renters*| share* 
owners croppers|| owners croppers 


194 107 61 59 150 63 


Available cash above current operatingexpense| $305 $175 $167 $171 
Return to the operator and family above ae 
est on investment. : é 159 180 221 44 195 
Operator’s labor and management. income. 108 71 57 —91 6 26 
Value of | in- 
cluded above). areatdbi P 343 299 314 305 265 230 


* Renters furnish their own equipment and furnish and feed their own work stock while croppers do 
not furnish the equipment, work stock, or feed for work stock. Of course, participation in crops and in 
expenses differ. 


of the Erosion Control Area in Tallapoosa and Chambers Counties near 


Dadeville, Alabama, and records were obtained from all tenure and color 
groups. A summarization of these records showed that some groups of 
half-share croppers had economic returns comparable to those of other 
tenure groups for 1934. The economic status of the tenure and color 
groups is briefly outlined in this paper. 

The groups of croppers which are considered include practically all of 
the croppers who operated farms owned by non-resident landlords. There 
were 124 such croppers and they operated 4,842 of the 12,606 acres of 
crops handled by all croppers. Information on farms cultivated in part 
or wholly by croppers, but actively supervised by resident owners, was 
omitted since records on those farms were obtained from the owners and 
were complete from their standpoint, but incomplete from the croppers’ 
standpoint. 

Data obtained from this study showing the relative degree of success 
of the various groups are presented in table 1. 

The white croppers had a $62 greater return to the operator and his 
family than white owners. Otherwise white owners excelled white crop- 
pers. White croppers, however, had an average of $16 more available 
cash, $41 greater return to the operator and his family, and $15 greater 
value of family-used farm produce than the white renters. 

The colored croppers made a better showing in three of the measures 
of farm success than either the colored owners or colored renters. They 
were below these groups, however, in value of family-used products. The 
advantage of the colored croppers in available cash was not great. Their 
average return to the operator and family exceeded that of renters by 
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$53, and owners by $151. Their average labor income exceeded that of 
renters by $20 and owners by $117. The average value of their family-used 
farm products failed by $35 to equal that of renters and by $75 to equal 
that of owners. 

The size of the cropper’s farm business probably tended to uphold his 
degree of success to a considerable extent. This size in both colored and 
white groups was intermediate between that of the renters and owners 
except the colored croppers had 1 acre more of cotton per farm than the 
colored owners (table 2). 


TABLE 2. AVERAGE NUMBER OF ACRES IN COTTON AND IN ALL Crops, BY TENURE 
AND CoLor Groups 


| Acres per farm 


All crops 


White farmers: 
Full and part owners. 


Ave. all white farmers. .................. 


Colored farmers: 
Full and part owners 


Ave. all colored farmers 


The croppers were the most efficient producers of the groups studied. 
Cotton yields on cropper farms averaged higher than on other farms 
(table 3). 


TaBLE 3. AVERAGE LiInT YIELD, APPLICATION OF FERTILIZER ON COTTON AND 
VALUE oF LAND PER ACRE, BY TENURE AND CoLor Groups 


Pounds of 
commercial 
fertilizer 
per acre 


White farmers: 
Full and part owners. ............... 


Ave. all white farmers. ............ 


Colored farmers: 
Full and part owners. ............... 


Ave. all colored farmers 


Fertilizer application on cotton was highest on cropper farms and land 
values were above average. Even if the values accurately reflected relative 
productivity of the land the croppers made a very creditable showing in 
obtaining highest yields for their respective color groups. 

Yields of corn on the cropper farms likewise reflected efficiency in land 
use (table 4). The corn yields on white cropper farms were equal to 
the average for all white farms and were obtained with 3 pounds more 
than the average application of commercial fertilizer per acre. The colored 
croppers obtained corn yields 1.7 bushels per acre greater than the average 
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for all colored farms with the use of 14 pounds more than the average 
amount of commercial fertilizer per acre. This increase in yield may have 
been the result of a better grade of fertilizer or of better land than 
average. 


TABLE 4. AVERAGE YIELDS OF CorN AND APPLICATION OF FERTILIZER 
oN Corn By TENURE AND CoLor Groups 


Bushels Pounds of commercial 
of corn fertilizer per acre 
per acre of corn 


White farmers: 
Full and part owners 
Renters 
Croppers 


Ave. all white farmers 


Colored farmers: 
Renters 
Full and part owners 7. 

Croppers 10. 

8 


Ave. all colored farmers 


The croppers handled more acres of cotton per plow than owners or 
renters in both the white and colored groups (table 5). They were 
perhaps taking some advantage of their relatively smaller needs for feed 
and using the land for cotton production. White croppers had 36 per cent 
of their crop acreage in cotton and colored 41 per cent, whereas, the 
average for all white farmers was 34 and for all colored 37. Croppers 
likewise handled 0.9 more acres of all crops per plow than renters and 
1.2 more acres than owners. 


TaBLE 5. AcrEs oF CoTTON AND OF ALL Crops PER PERSON IN THE FARM FAMILY 
AND ACRES OF COTTON PER PLOW, BY TENURE AND CoLor GROUPS 


Number of Acres per person in the 
persons farm family pon oy f 
in farm 


family Cotton All crops per plow 


White farmers: 
Full and part owners. ................ 14. 


Ave. all white farmers. ............. 


Colored farmers: 

Full and part owners................. 


Ave. all colored farmers 


_ It appears, however, that some of the efficiency on the part of croppers 
in use of plows or mules may have been counterbalanced by smaller areas 
of cotton and of all crops handled per person in the farm family. This 
indicated smaller gross though not necessarily smaller net return per 
person in the cropper family. Croppers had very nearly the same acreage 
of crops and of cotton per person as did tenants, but white croppers had 
only about half as many acres of each as white owners. All tenure groups 
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of colored farmers had lower acreages than corresponding groups of white 


farmers and their acreage per person did not vary so much between tenure - 
groups. 

The facts outlined here indicate that the share croppers interviewed had - 
opportunities in a business way essentially equal to those of other tenure of 
groups under 1984 conditions in the area studied. This area is typical ahi 
in both soil and topography of the Piedmont section of Alabama. rey 

Ben F. Alvord wo 

Alabama Polytechnic Institute im 
pri 

A REVIEW OF THE OLEOMARGARINE SITUATION s. 

Oleomargarine was introduced in this country in 1874 and as early as ing 
1886 federal regulatory taxes were imposed upon it. The dairy industry fat 
has been continually irked by the product and at least one dairy organi- inc 
zation, the National Dairy Union established in 1903, has as its major oil 
purpose to insure the enforcement of legislation against oleomargarine. the 
Other organizations aid in the fight at various times and this year finds He 
the dairy industry conducting a particularly heavy attack. For this reason wh 
a brief review of the situation should be appropriate. bu 

Butter is the backbone of the dairy industry, that is to say the prices of 
of all dairy products depend more or less upon the price of butter. This : 
is true because the butter market absorbs the surplus milk after all other bu 
uses have been supplied. Although the prices paid for milk used in other po 
ways often seem far removed from the price of milk going into butter, du 
there is usually a sound economic reason for the spread. Where this is lal 
not the case, trouble sooner or later ensues because of the pressure of th 
competition. The dairy industry is almost entirely confined to the domestic als 
market. The fourteen cent tariff on butter is adequate protection from tr: 
imports under ordinary circumstances and the domestic price averages tu 
well above the world market most of the time, thus keeping exports at bu 
a minimum. Foreign trade in other dairy products is also relatively in- 
significant for similar reasons with the imports of cheese, which consist Tl 
mainly of types of cheese not produced in this country, being approxi- po 
mately offset by exports of condensed and evaporated milk. This means bt 
that the price of butter must be such that the market can be cleared of 
by home consumption. he 

Oleomargarine gives butter the most direct and potent competition of to 
any food product in the domestic market. There has been a consistent pe 
tendency for oleomargarine to be used as a substitute for butter, espe- 
cially among the lower income classes, because it is sold at a lower price. pc 
During the ten-year period from 1925 to 1935 wholesale prices of oleomar- ec 
garine have averaged about nineteen cents less than 92 score butter st 
prices on the New York market. The extent to which substitution oc- de 
curs varies markedly and according to studies conducted by the Bureau dl 
of Agricultural Economics depends largely upon the price of butter, ye 
which in turn has been shown to follow incomes of the consumers. The ec 
correlation between the annual per capita consumption of oleomargarine to 
and the price of butter over the period from 1910 to 1934 is .785 which 
would indicate that oleomargarine is used to some extent at least by p 


consumers who prefer butter providing the price spread is not too large. 


we 
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Increasing the price of oleomargarine or prohibiting its use will have the 
effect of forcing these consumers to use butter or other fats. Because of 
their limited expenditures they would use less butter than oleomargarine. 
The remainder of the oleomargarine consumption is probably composed 
of consumers who prefer it to other fats and oils. There would be less 
shift to butter by these people because other fats and oils are available to 
replace the oleomargarine used in cooking. In any case, the shift to butter 
would depend upon either increased butter production or increased butter 
imports. Presumably with no increase in butter available for sale, butter 
prices would be slightly higher. 

Oleomargarine is composed of either animal fats or vegetable oils or 
both. Over the last twenty years there has been a decided shift in the 
ingredients used. It was formerly made up predominantly of domestic 
fats including oleo oil and neutral lard but the shift has been toward the 
increased use of imported vegetable oils and more recently to cottonseed 
oil. The fat content of oleomargarine is higher than that of butter so that 
the nutritive value, based on calories or heat value alone, is greater. 
However, the vitamin content of butter is greater except in a few cases 
when vitamins are specifically introduced into oleomargarine. Moreover, 
butter is more palatable and on the whole is considered the more desirable 
of the two as a food product. 

The size of the oleomargarine industry is small in comparison with the 
butter industry; total output of oleomargarine in 1934 being 262,899,654 
pounds against 1,694,708,000 pounds of butter. The oleomargarine in- 
dustry is of such a nature that even a smaller proportion of domestic 
labor is employed in its production than in the production of butter, and 
the return to domestic producers supplying oleomargarine ingredients is 
also relatively small. Furthermore, oleomargarine production is concen- 
trated in fewer plants and the supply of raw materials is of such a na- 
— that production is more subject to control than is the case with 

utter. 

During 1935 the consumption of oleomargarine was greatly increased. 
The first four months of 1935 showed an increase of about 65 million 
pounds over a similar period for 1934. This accompanied a decrease in 
butter consumption of 86 million pounds and an increase in butter prices 
of little more than ten cents. It is for this reason that the dairy industry 
has apparently increased its efforts to secure further legislation seeking 
to limit oleomargarine consumption. A brief review of existing restrictions 
pertaining to oleomargarine follows. 

The federal government imposes a tax of one-fourth of one cent a 
pound on uncolored oleomargarine and ten cents a pound on yellow or 
colored oleomargarine. In addition, manufacturers of oleomargarine are 
subject to special taxes or licenses at the rate of $600 a year. Wholesale 
dealers handling colored oleomargarine pay $480 a year and those: han- 
dling the uncolored product $200. Similarly, retail dealers pay $48 a 
year to handle colored oleomargarine and $6 a year for selling the un- 
colored product. Oleomargarine that is produced for export is not subject 
to the first mentioned tax. 

Tariff rates on oleomargarine and other butter substitutes are 14 cents 
per pound which is also the rate on butter. Palm kernel oil, oleo oil and 
oleo stearin which may be used in the manufacture of oleomargarine all 
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carry a rate of one cent per pound. Copra and cocoanut oil are important 
in the manufacture of oleomargarine, the former is duty free but the 
latter is dutiable at two cents per pound; most of this oil, however, comes 
from the Philippine Islands and for that reason it is practically free of 
duty. Of course, this latter situation has irked the dairy interests and, 
consequently, they have exerted much effort to secure Philippine inde- 
pendence. In the Philippine Independence bill the islands were given 
a quota that was to be free of import duties. However, in the Internal 
Revenue Act of 1934 a processing tax of 3 cents per pound was placed 
on copra and a similar excise tax applied to cocoanut oil. For other coun- 
tries the excise tax is 5 cents per pound. Though revenue from this tax 
in the case of Philippine oils is returned to the newly established govern- 
ment, it is effective in reducing imports from that country. 

State restrictions upon oleomargarine take a variety of forms, the 
most widely adopted of which are labeling or advertising requirements, 
but probably the most effective of which are the tax laws. Over two- 
thirds of the states have laws in force which require that all packages 
containing butter substitutes be very plainly marked. Usually these call 
for painting, branding or stenciling on any tubs or printing in large let- 
ters on any packages or cartons. In addition, by far the majority of these 
states (about 40) require that all stores in which oleomargarine is handled 
exhibit a relatively large sign in a prominent place on the wall which 
says “Oleomargarine Sold Here” or words to that effect. 

Obviously, labeling and advertising laws are passed primarily to elimi- 
nate the substitution of oleomargarine or any similar substance for but- 
ter. Over twenty-five states, however, have laws which are more specific 
in their attempts to separate these products because they prohibit the 
use of any brand name, trade mark or advertising which contains words 
or pictures related to the dairy industry. For example, the names of 
breeds of cows such as Jersey or Guernsey, or terms such as “dairy,” 
“butter” or “creamery” cannot be used in any reference to butter substi- 
tutes. These laws have originated as measures to combat “unfair” sales 
practices on the part of oleomargarine dealers, moreover, their wide 
adoption has been influenced by the desire of legislators to discourage 
oleomargarine sales. In the latter sense the success has been only partial 
for the laws are not of a prohibitory nature. 

Of a little more effective nature are the coloring laws adopted by 26 
states which either limit or prohibit the coloring of oleomargarine. The 
usual color of most of these butter substitutes is white and the coloring 
prohibited is yellow which again is designated to maintain the distinc- 
tion between butter and oleomargarine. 

Next in order of stringency are the license requirements which exist 
in fourteen states. Licensing laws have very little similarity between 
states, there being only a fifty cent fee for all dealers in Massachusetts 
which fee goes to the local authorities, while in Pennsylvania the license 
fees are as follows: 


Manufacturers 
Wholesalers 

Retailers 

Hotels and restaurants 
Boarding houses 
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Wisconsin has in addition a consumer’s license fee of one dollar. The 
majority of these license fees go into general state funds and receipts 
from this source in five states (Vermont, California, Connecticut, Penn- 
sylvania and North Dakota) amounted to over $1,635,000 between 1931 
and 1935. Pennsylvania had the greatest income with a total of 
$1,351,912.39 for the four years ending May 31, 1935. 

The taxing method of removing a commodity from the market has 
been used for a long time and oleomargarine has not been exempt. Nine 
states have taxes which apply generally to oleomargarine sold within 
the state. These taxes range from five cents per pound in Iowa to fifteen 
cents per pound in Washington and Wisconsin. In some cases such as 
Utah and Idaho, the tax is five cents on uncolored oleo and ten cents 
on colored oleo. A more recent type of legislation which is being adopted 
quite generally throughout the South is a tax of ten cents per pound on 
oleo made from foreign vegetable oils such as cocoanut oil coming from 
the Philippine Islands. This latter type of tax is, of course, sponsored by 
interests favorable to domestic oils and it is interesting to note that of 
the ten such laws, practically all of them have almost identical arrange- 
ment and wordage. Relative to the taxation of specific kinds of oleo there 
are several variations worthy of note. Wyoming has a ten cent tax on 
oleomargarine containing less than 20 per cent animal fats. In Minnesota 
the oleo must contain 65 per cent animal fats in order to be exempt from 
the tax and in Nebraska oleo must contain 50 per cent domestic animal 
fats in order to escape a 15 cent per pound tax. Any federal taxes that have 
been paid are deducted from the state tax in Nebraska so that the total tax 
is 15 cents. 

The oleomargarine laws of several states have been declared unconsti- 
tutional. Kentucky and New Mexico passed tax laws which were thrown 
out by the courts and the Georgia tax on foreign oils is tied up in the 
courts. The Supreme Court of New Hampshire advised the legislature of 
that state that a tax on foreign oils would not be constitutional. 

In some states the taxes have succeeded in eliminating oleo sales en- 
tirely. Particularly is this true in Washington and North Dakota. In 
other states only special kinds of the product have been eliminated. 
However, in some 14 or 15 states the licenses and taxes have been definite 
sources of income. Since all states do not keep the license and tax receipts 
from oleo separate and since some states let the fees go to the counties or 
local authorities, it is impossible to secure total figures on the taxes paid. 
Nevertheless, over $2,264,900 have been definitely allocated to oleo since 
1930. This added to the $7,249,586 collected by the internal revenue 
department makes at least $9,504,486 which oleomargarine has been re- 
quired to pay in about four years. 

There are nineteen states that have neither licenses nor taxes. Most of 
these are located in the Eastern part of the country. The most stringent 
laws are found in the Midwest and Washington. In the South most of the 
laws are designed to eliminate foreign fats and oils. Only two states, 
Arizona and West Virginia, have no laws that apply specifically to oleo- 
margarine. 

Attempts have been made to pass even more restrictive laws against 
oleomargarine than are now in force. For instance, during the last session 
of Congress about ten bills of this type were introduced. From among these 
the following proposals are listed in brief: 
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Increase the tax on uncolored oleomargarine from 14 cent a pound to 
6 cents a pound and increase manufacturers’ and vendors’ licenses. 

Prohibit the manufacture and sale of imitations of butter and of milk 
or cream. 

Prohibit the manufacture or sale of oleomargarine containing any fat 
other than milk or butterfat. 

Prohibit any oleomargarine unless it contains 75 per cent by weight of 
animal fat. 

Put a tax of 714 cents a pound on the oil content of all food products, 
the oil content of which comes from animal or vegetable products produced 
outside the United States. 

Put an additional 10 cent tax on oleo from foreign oils or fats. 

Extend the meat inspection act to the manufacture of all oleomargarine. 

Prohibit false and misleading advertising. 

Require 85 per cent fat in oleomargarine. 

It may be well to point out that all of these bills, which obviously con- 
tain much repetition, were not sponsored by dairymen in dairy organiza- 
tions, but rather in some cases by groups that have other interests such as 
the Institute of American Fats and Oils which is interested in promoting 
the use of domestic fats and oils from such sources as cottonseed, peanuts 
and beef tallow. At the present time the dairy interests are concentrating 
their efforts to secure the passage of the Boileau bill in Congress. This 
bill provides a new federal tax on oleomargarine of five cents a pound. 

In conclusion, several points worthy of consideration by dairymen in 
securing further oleomargarine legislation will be mentioned. 

Consumer reaction toward further taxes on oleomargarine does not 
appear to be favorable. The California and Michigan legislatures have 
passed excise taxes on oleomargarine with referendums attached which 
were not approved by the voters. A four cent tax on oleomargarine was 
defeated by Oregon voters in a referendum conducted in 1933 by a vote 
of 144,542 to 66,880. 

With large numbers of unemployed and still more on low incomes, 
oleomargarine is a necessary substitute for higher priced butter in many 
homes. If oleomargarine is eliminated or raised too high in price through 
taxation, these consumers may be deprived of bread spreads and this will 
give rise to dissatisfaction. 

An argument in favor of further taxation is that oleomargarine does 
not bear as high a tax burden as that borne by butter. Estimates by some 
people have placed this spread as high as fifteen cents, but studies by 
taxation authorities indicate that the difference is much smaller, within 
the neighborhood of one cent. 

The curtailment of foreign fats and oils in the American market will force 
the industry which has been established in the Philippine Islands to seek 
other outlets for their products. This competition may replace American 
fats and oils in the world market. An illustration of this effect may be 
taken from the tariff on whale oil which forced the Norwegian whale oil 
into Germany to compete with American lard and butter on that market. 

Within the last four years the dairy industry has experienced excessive 
supplies which necessitated extremely low prices and government pur- 
chases in order to clear the market. The present favorable supply situation 
on the butter market is largely a result of the drouth and it is quite 
possible that an oversupply may again occur. The increased consumption 
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of oleomargarine which occurred last year is not as serious as it appears 
because it was engendered by a butter shortage with the consequent rise 
in butter prices. Had oleomargarine been eliminated from the market dur- 
ing the first part of 1935 either increased imports or reduced consumption 
of butter would have been necessary because the butter was not available 
from domestic production. Subsequent to the period of high butter prices, 
lower prices would probably be needed to bring the consumers back to 
butter. While this increase in oleomargarine has been generally inter- 
preted by dairymen as a hindrance to butter price enhancement, in a 
sense oleomargarine acts as a buffer to large butter price fluctuations. In 
other words, it has a stabilizing effect on butter prices that are falling as 
well as rising and tends to alleviate rapid changes in butter production. 

Eliminating competition by high tariffs on foreign butter and excessive 
taxes on butter substitutes tends to give butter a monopoly advantage 
which, without any control of supply, simply fosters an inefficient industry 
and does not guarantee greater profits for the dairy farmer. 


Harry Trelogan 
University of Minnesota 
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BOOK REVIEWS 


Marketing Agreements under the AAA, by Edwin G. Nourse. Washington, 
D. C.: The Brookings Institution. 1935. Pp. xii, 446. $2.50. 


The term “marketing agreements” is old. But, here, as happens occa- 
sionally, comes an old term with a new meaning. When the initiated read 
the newly enacted Agricultural Adjustment Act in the spring of 1933, 
many were puzzled at the significance of two paragraphs in Section 8 
authorizing the Secretary: 


“(2) To enter into marketing agreements with processors, associations of producers, 
and others engaged in the handling, in the current of interstate or foreign com- 
merce of any agricultural commodity or product thereof, after due notice and 
opportunity for hearing to interested parties. The making of any such agreement 
shall not be held to be in violation of any of the anti-trust laws of the United 
States, and any such agreement shall be deemed to be lawful. .. . 


“(3) To issue licenses permitting processors, associations of producers, and others 
to engage in the handling, in the current of interstate or foreign commerce, of any 
agricultural commodity or product thereof, or any competing commodity or product 
thereof. Such licenses shall be subject to such terms and conditions, not in conflict 
with existing acts of Congress or regulations pursuant thereto, as may be necessary 
to eliminate unfair practices or charges that prevent or tend to prevent the effectua- 
tion of the declared policy and the restoration of normal economic conditions in 
the marketing of such commodities or products and the financing thereof... .” 


Marketing Agreements under the AAA starts out by outlining the 


origin of the agreements notion as it was unfolded in the discussions of 
the various McNary-Haugen bills of the middle twenties and shows 
how it got into the present Act mainly as an additional device for use in 
surplus control and market reform activities. Chapter 2 describes the 
development of an administrative set-up which was designed to carry 
out the marketing agreements provisions of the Act, and discusses some 
of the differences in policy urged upon the Secretary. 

Chapter 3 sets out to show “the number of agreements and licenses 
that have been entered into, (see lists on pages 53, 56, and 57 with effec- 
tive and termination dates) their regional and commodity distribution, 
and the principal features and devices which have characterized them.” 
(P. 50.) 

Chapters 4 to 10 inclusive describe and discuss the several types of 
agreements and the different procedures followed under them. The de- 
scriptions in this group of chapters are well done but the detail will 
doubtless become tedious to most readers. Advanced students of the 
marketing problem will find them of interest, as will others who are 
concerned with united action for any given crop or product. 

The remaining chapters deal with “Administrative Procedures and 
Problems,” “Enforcement and Legality,” “Regulatory Provisions and 
New Market Mechanisms,” “Price Objectives and Strategy,” and “Re- 
sults and Future Usefulness of Market Adjustment Devices.” 

An appendix gives two specimen agreements—those for “Deciduous 
tree fruits except apples” and for “Walnuts.” 

Economists particularly interested in price making forces will be es- 
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pecially interested in the last two chapters. Along with discussions of 
price objectives and market strategy are suggestive discussions of market 
philosophies guiding those in charge of procedures under the various 
agreements. Thus there is the philosophy that “it is the presence of in- 
ferior grades and small (and sometimes extra large) sizes of the com- 
modity which drag down the prices of the superior part of the product,” 
(p. 322) and the notion widely held by shippers “that a temporarily 
glutted market means a disproportionate slashing of prices from which 
it is a slow and painful, if not impossible, undertaking to get back to the 
level which is consistent with the supply and demand situation for the 
whole season.” (P. 327.) 

On the whole the book is written in a spirit of friendliness toward the 
marketing agreements. The author apparently made up his mind that 
they have possibilities for good and wrote accordingly. He could, of 
course, have magnified the inherent dangers which would arise from 
abuse of the plan, and, on the other hand, he could have magnified the 
potentialities for good on the assumption that operation would be ideal. 
He chose the middle course. That it is based on intensive study of the 
numerous agreements and their operations becomes obvious as one who 
has seen them develop and function reads the pages. 

As this review is being written, a few days after the Supreme Court 
invalidated the AAA, word comes that the marketing agreements aspect 
of the Act are not affected by the decision. They will doubtless be sub- 
jected to separate court tests. In the meantime here is a bit of concurrent 
history of an attempt at market reform. 

This book is the fifth of a series of six descriptive and analytical vol- 
umes resulting from a concurrent study of the various phases of the 
work of the Agricultural Adjustment Administration conducted by the 
Brookings Institution during the past two years. 


H. E. Erdman 
University of California 


The Cotton Crisis, edited by 8. D. Myres, Jr., Director, The George F. 
and Ora Nixon Arnold Foundation. Dallas: Southern Methodist Uni- 
versity. 1935. Pp. x, 202. $1.00. 


This is a compilation of papers read at the Second Conference of the 
Institute of Public Affairs sponsored by the George F. and Ora Nixon 
Arnold Foundation under the auspices of the Southern Methodist Uni- 
versity. 

The aim and purpose of this conference were those of offering a forum 
for full and free expression regarding all the vexing problems centering 
around the production, marketing and consumption of cotton. Major 
emphasis was given to the purposes and results of the control programs of 
the Bankhead Act and of the Agricultural Adjustment Administration. 

The main papers included in the Proceedings are: Cotton in the South- 
ern Economy, J. T. Sanders; Our Vanishing Markets, W. L. Clayton; 
Economic Nationalism as a Cause, Peter Molyneaux; Our Disregard of 
Economic Laws, William F. Hauhart; Currency Control and Cotton 
Prices, Aldon 8. Lang; The Government’s Cotton Program, E. D. White; 
Evaluating the Government’s Cotton Program, A. B. Cox; Diversification 
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as an Aid, Victor H. Schoffelmayer; Land Utilization, A. B. Conner; 
Price-Quality Relationships, W. E. Paulson; A Balanced Southern 
Economy, Meredith F. Burrill. 


W. E. Paulson 
Texas A. and M. College 


Land Reclamation in Italy, by Cesare Longobardi. Translated into the 
English language by Oliva Rossetti Agresti. P. 8S. King and Son, Ltd. 
Orchard House, Westminster 8S. W. 1. 1936. Pp. 243. Price 12s 6d. 
Integral land reclamation in Italy replaces the former systems of carry- 

ing out, each by itself, drainage, irrigation, protection against malaria, 

afforestation, range improvement, soil erosion control, land settlement, 
control of rivers, reconditioning and improvement of the soil, road making, 
the erection of villages, installation of power stations, and the building of 
electric transmission lines, but more particularly the introduction of the 

“productive systems” which promise in the national interests the most 

advantageous use of the resources of each zone. The ideal of integral land 

reclamation is “the coordination and utilization in time and space of all 
the forces of the Nation, which is the central idea of Fascism.” 

The “spinal column” of integral land reclamation is the Mussolini Act. 
Prior to the advent of Fascism the Baccarini Act of 1882 had remained the 
fundamental land reclamation measure of Italy. This measure had been 
the outgrowth of a long and rich experience in reclamation and rural 
development dating back to the time of Augustus, who as early as 41 B.c. 
had settled more than 300,000 families in 32 settlements throughout the 
country. The Baccarini Act, however, was characterized by excessive 
specialization of laws to meet special needs or was the result of the special 
technical character of individual works. Furthermore, various jurisdictions 
gave isolated considerations to the different details which the Mussolini 
Act has coordinated into an organic whole. 

Beginning with existing legislation, urgent measures were added as 
they were needed and finally a comprehensive codified text of the legisla- 
tion was prepared which brought existing laws within the framework of 
the new rules. 

Briefly the new rules provide for the planning, organization, financing, 
and maintenance of (1) land reclamation works, and of (2) land improve- 
ment works. 

A project of the first classification is carried out within the boundaries 
of the “compresorio,” a territory classified and delineated by the govern- 
ment as part of a general plan of coordinated activities presenting 
hygienic, demographic, social, and economic advantages. A project of the 
second category may include one or more farms and is independent of a 
general land reclamation plan. However, the two types of improvement 
may be carried out within the same area. 

Fundamental to the features of the rules governing projects in either 
category is the compulsory enforcement of completion, not only of the 
reclamation works but of all of the supplementary features, public or 
private, which are required for the realization of ultimate objectives 
enforced by provisions for expropriation of private land or completion 
of the required work by the government at the expense of the individual 
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through the institution by which integral reclamation is accomplished. 
Compensation for lands expropriated is made on the basis of net income 
yielded under the conditions prevailing at the time of expropriation. 

Having a background of centuries of experience, the “consortia” of 
Italy, public or private corporations set up by royal decree on the motion 
of the Ministry of Agriculture and Forests; formed by the owners of the 
real estate to be benefited for the purpose of planning, financing, main- 
taining, and managing the complete execution of public works and to 
secure the execution and complete coordination of private works; receiv- 
ing concessions from the government; federated in the National Associa- 
tion of Land Reclamation Consortia, which is presided over by the Under 
Secretary of State for integral land reclamation; their actions subject to 
the approval and veto of the Ministry of Agriculture and Forests, have 
become the principal organs through which the policies of the Fascist 
State are carried out. 

During the first twelve years under the new régime, which has extended 
subsidies and grants, depending upon the character of the work, ranging 
from 10 to 100 per cent of the cost and which has made available liberal 
credit extensions, 6,144,600,000 lire had been expended on government and 
subsidized private works while 4,733,982 hectares had been brought under 
the public works plan of execution on nearly half of which the works had 
been fully or nearly completed. The total budget for reclamation works is 
7,000,000,000 lire to be expended in 14 years. It is expected that of this 
amount 4,300,000,000 lire would be chargeable to the national treasury 
and the remainder to the landowners. 

With the wheat program with which it is closely coordinated, integral 


land reclamation is a remarkable illustration of the essential significance 
of the corporative state which Fascists believe is the logical substitute for 
socialism or capitalism and which they maintain will amalgamate public 
and private activities, attain national aims which are identical with those 
of the individual, and distribute economic functions among the several 
organs of national life, including guilds, bureaus, syndicates, and even the 
individual himself. 


David Weeks 
University of California 


The Problem of Poverty, by John Rustgard. D. Appleton-Century Com- 
pany. 1936. Price $2.00. 


Here is a clear, forceful, scholarly presentation of some of the problems 
of poverty written by a man who has, in the course of his extensive 
travels, worked side by side with men in the field, the logging camp, the 
mine, the lumber yard, the factory, and the salmon fisheries. To these 
observations which have been made during a long association with the 
laboring man, Mr. Rustgard has added a wealth of information gained 
from an exhaustive study of economic and social conditions in various 
countries. 

According to Rustgard’s reading of history, there always has been and 
always will be economic classes. The “equality of man” is a myth. In the 
United States alone there are, “about seven million feeble-minded, not 
counting institutional cases, and about 25 million dullards or morons— 


mos 
onl 
anc 
Th 
of 
luc 
son 
is 1 
of 
soc 
co 
po 
a c 
ine 
inc 
of 
of 
ge 
m¢ 
les 
co 
| to 
ti 
fo 
re 
ec 
f 
cc 
i 
0] 
t 
re 
Cc 
a 
0 
h 


Book Reviews 627 


most of whom are undoubtedly useful both to themselves and society but 
only as servants of others.” 

Some will continue to be poor because they cannot save. Improvidence 
and profligacy are cited by the author as important causes of poverty. 
These people will always be poor because they have no sense of the value 
of money. Some will grow well-to-do because of careful investment, good 
luck, clever promotional enterprises, or as a result of the production of 
something the world needs and desires. 

Were all wealth confiscated and each given his proportionate share, it 
is indicated in the text that economic classes would arise again because 
of these differences in abilities and habits of the various members of 
society. 

One of the best chapters in the book is the one which disproves the 
contention that labor-saving machinery has caused unemployment and 
poverty. Rustgard says: 


“A labor-saving machine does displace labor locally, but it creates, in other fields, 
a demand for more labor than it reduces. Every decade of the census shows an 
increase in the number of the employed as well as an increase in wages, and these 
increases have taken place faster than the increases of population.” 


It is pointed out that the “unfairness of artificial wage scales” was one 
of the main causes of the depression and has aided in the impoverishment 
of the masses. It is shown that it is not possible to pay more for labor 
generally than labor produces if the wheels of industry are to be kept 
moving. 

The overpayment of one group of laborers leaves less for those laborers 
less able to enforce their demands. Rustgard makes a rather strong state- 


ment in this connection when he says: 


“As regulators of wages, trade unions are as injurious to the economic life of the 
country as are other organizations engaged in the restraint of competition.” 


This overpayment of industrial laborers resulted in an underpayment 
to agriculture. The “plight of the farmer” during the depression, he con- 
tinues, resulted from an insistence upon maintaining the old price level 
for everything the farmers needed to purchase. Had city wages been 
reduced in line with the reduction in the general price level, the cost of 
commodities purchased by farmers could have been reduced. He estimates 
farm wages at 5 to 10 cents per hour during the depression period, and 
contends that the revaluation of our currency was of practically no avail 
in adjusting this inequality because industrial wages were increased in 
order to meet the rise in costs occasioned by a rise in commodity prices. 
Devaluation made it easier to sell farm products abroad but most coun- 
tries raised their tariffs to offset this advantage. 

What is Rustgard’s solution for the reduction of poverty and the 
restoration of prosperity? 

Inflation won’t do it. He says, “The purpose of currency inflation is to 
cheat the creditor” and results in the confiscation of capital. I cannot 
agree with his contention that revaluation of the dollar was for the purpose 
of cheating the creditor. It was to make it possible for the debtor to pay 
his debts by allowing him to repay in dollars with a purchasing power 
near that of the dollars which he borrowed. Without revaluation bank 
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failures, bankruptcies, ruin and revolution may have wiped out everything 
that the creditor class possessed. 

Would dividing our income and leveling fortunes by increased taxation 
prove of benefit? He states that we cannot divide more than is produced 
and he abhors “a system of destroying capital by taking it from one and 
passing it over to another to be consumed without replacement.” Most 
taxes are on capital assets. Here funds are available and ready to be used 
for the increase of the wealth of the country and to make possible the 
increased employment of labor. 

To limit the size of private fortunes may, it is stated, diminish the 
efficiency of the management of the property. It is further contended that: 


“The intermarriage of great American families is the brightest hope that this 
country will raise up a much needed aristocracy to lead people both politically and 
culturally, and to establish standards toward which the rest of us may strive.” 


“Nor can poverty be eliminated by scarcity or any other national planning short 
of the creation of more wealth.” 


Not even will shorter hours of labor, it is indicated, be of any assistance 
unless this change results in a greater total production of goods and 
services. 

What then is the solution? 


“The question put plainly is whether American democracy is strong enough to 
grapple with the labor unions—all that needs to be done is to reduce earnings of 
the industrial population until they more nearly equal those of the agriculturist. It 
would raise the exchange value of farm products and make life in the rural districts 
more pleasant. Had this been done earlier, there would have been no depression.” 


This is not a book which would find favor with the labor unions, Share- 
the-Wealth Clubs, anti-big-business advocates, or New Deal adherents. 
To many it may appear to be overstated and inadequate. I recommend 
its reading, however, because of the clear statement of the causes of 
poverty and because of the many helpful suggestions which are offered 
for the solution of our present economic ills. 


Kenneth Hood 
Pennsylvania State College 


The History of Milk Prices, by Ruth L. Cohen. Oxford: Agricultural 

Economics Research Institute. 1936. Pp. xiii, 205. Price 5s. 

The similarities between the marketing and price problems in the 
British milk market and those found in our eastern milk sheds warrant 
examination of this book by all those who are concerned with milk price 
problems. The British market has passed from the prewar almost wholly 
competitive setup, through various stages of organization, to the present 
nearly complete monopolistic arrangement under governmental sunervi- 
sion. Following a brief outline of the theoretical interrelationships of milk 
and milk-product prices, a chapter of this book is devoted to each of the 
four important stages in this market history. 

In the prewar years the milk market was largely competitive. Farmers 
were either retailers, or sold to dealers under a variety of contracts, or 
consigned their milk as “platform” milk to the large markets to bring 
what it would. The liquid market appears to have been open to all who 
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wished to sell there and a reasonably close correspondence existed between 
manufacturing values of milk and producer prices for milk at the borders 
of the milk sheds. Fluid milk was completely a home product while most 
of the butter and cheese was imported. The manufactured products pro- 
duced in England were largely farm made but in general commanded a 
premium in the market over the imported products. There was a con- 
siderable growth in demand, a large expansion in milk production for fluid 
sale, some extension of the milk shed and a decline in the home production 
of butter and cheese. 

The war years were a period of government control. The threatened 
fluid milk shortage led to the fixing of high prices and emphasized the 
importance of fluid milk to the country. Margins were regulated and 
there was an increase in the spread between wholesale and retail prices. 
During this period a number of the London distributors combined into a 
holding company. United Dairies, Ltd., which ever since is said to have 
controlled a predominant share of the business of that city. 

After the war, government regulation ceased and the unorganized 
producers found themselves at a disadvantage compared with the now 
organized distributors. Several attempts at a bargaining organization 
culminated in negotiations through a Permanent Joint Milk Committee 
representing both the farmers’ and dealers’ organizations. Each autumn 
from 1922 until 1933 annual agreements were negotiated through this 
body. The agreements were optional but were largely used by dealers 
supplying the London market. Prices remained fairly steady between 
1923 and 1929 and there appears to have been a fairly close relationship 
between “liquid” and “manufacturing” prices. “Liquid” prices in other 
parts of England corresponded closely with the London prices. By 1929, 
however, the value of milk in manufacturing uses began to decline rapidly. 
An attempt was made to maintain “liquid” prices at the old levels, but 
with the widening spread between “liquid” and “manufacturing” uses, the 
dealers buying under the Permanent Joint Milk Committee agreements 
found their markets cut into by persons buying at lower prices, and 
manufacturers and farmers making butter and cheese sought to divert 
their milk to the higher priced fluid market. The two alternatives shortly 
became clear. Either undercutting had to be legally prohibited or compe- 
tition allowed to work itself out with drastically lowered “liquid” milk 
prices. The former alternative was chosen as the least objectionable and, 
following approval by Parliament, the Milk Marketing Board began 
operations on October 6, 1933. 

All producers in England and Wales selling milk wholesale must now 
sell through the Board. The Board charges dealers different prices accord- 
ing to the use made of the milk. These dealers pay their accounts to the 
Board which in turn arranges payments to the farmers. There are eleven 
regional pools in which the farmers are paid a price dependent upon the 
proportion of the milk in that region used for liquid and for manufacturing 
purposes. A deduc’.v. from all milk sold dealers for fluid use provides an 
Inter-regional Compensation Fund designed to raise the pool price in the 
districts having the larger proportion of the milk used for manufacturing 
purposes. This payment from the fund together with a government subsidy 
designed to raise the realization value of the lower-priced manufactured 
products resulted in equalizing the average pool prices to a spread of only 
slightly over 1d per gallon between the various regions between October 
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1933 and September 1934. Each producer in general pays his own trans- 
portation costs to market, but he may earn premiums for such things as 
superior milk, level delivery and so on. 

The author refrains from a speculation on the future course of events 
but enough is given to indicate the forces at present in operation and 
the nature of the problem which must be faced if they continue. Prices 
have evidently been high enough to favor milk production and expansion 
appears to be underway. Whether returns to producers will be allowed to 
decline as the proportion of manufacturing milk increases, or the burden 
will be laid on consumers in the form of higher milk prices, or a govern- 
ment subsidy of some form invoked, or production control undertaken, or 
some new device worked out, remains to be seen. The British solution of 
the problem, however, will be of interest to us in the United States. 


Warren C. Waite 
University of Minnesota 


The Theory of Free Competition by C. J. Ratzlaff. Philadelphia: Uni- 
versity of Pennsylvania Press. 1936. Pp. 341. $3.00. 


Because of the importance of the term “free competition” and the 
uncertainty of its meaning Professor Ratzlaff has undertaken “to state 
more clearly the nature, the operation, and the limitations of competition 
and the competitive order.” After calling attention in Chapter I to some 
of the various senses in which the term has been used he goes on in 
Chapter II to indicate what he considers to be the nature of free com- 
petition in the true economic sense. Then in the remaining seven chapters 
of the book he traces the history of thought relating to competition from 
the year 1776 to the year 1930. 

Professor Ratzlaff makes an important contribution to our present day 
thinking on socio-economic problems by stressing the fact that all of the 
great English economists were prepared to approve of public regulation 
of economic activity wherever it could be shown that this would tend to 
promote the general welfare. They were not doctrinaire adherents of any 
absolute laissez-faire policy although they were critical of inefficient 
governmental interference and very ready to recognize the advantages of 
free individual enterprise. Ratzlaff points out that Adam Smith had good 
reason to criticize the type of government interference that was prevalent 
in his day. He also points out that with the progress of economic evolution 
the forms of competition have changed and the attitudes of economic 
writers to the problems of regulation and control have been profoundly 
influenced by the conditions of their own particular times. Experience with 
laissez-faire experiments and observation of basic economic changes have 
both contributed to the trend of thought which has made economists more 
and more willing to admit in actual practice the necessity for some exer- 
cise of conscious social control. 

Professor Ratzlaff’s own view is that “the essence of economic com- 
petition is mobility of the factors of production, or, to speak with greater 
exactness, proportional variability” (p. 295). His reasons for holding this 
view are briefly stated as follows: “Economic terminology should be 
defined in relation to the general purpose of the science. Economics is 
concerned with the increase of general wealth, and the maximizing of 
satisfactions which flow from this wealth. Individuals being rational, 
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mobility adds to the product which they produce .. .” and “inasmuch as 
production and distribution become one and the same process, in a society 
of division of labor, through the mechanism of exchange, it is, of course, 
true that what increases production increases satisfaction” (p. 31). It is 
competition in this sense which economists should be concerned to preserve 
or to increase. And, in spite of the various other senses in which they used 
the word, it was really only in this sense that the great economists of the 
past one hundred and fifty years can be said to have been consistent 
advocates of free competition. Competition cannot properly be defined by 
any reference to the extent of government interference, nor the number 
and size of competing units, nor the organization and ownership of such 
units. These are merely matters of form which bear no necessary relation 
to the characteristic which is of fundamental importance. “Changes in 
human wants, in environment, and in the state of the arts, necessitate 
changes in the structure of our economic institutions. Since these institu- 
tions are only means to an end, the result—satisfactions of wants or 
‘social utility’—is the primary consideration” (p. 10). Neither the increas- 
ing concentration of the ownership and control of capital nor the increas- 
ing extent to which government must undertake the regulation of business 
can be said to lessen the freedom of competition, in Ratzlaff’s sense, unless 


: can be shown that they decrease the mobility of the factors of pro- 
uction. 
. In the epinion of the present reviewer the adoption of this particular 
: definition of competition is of very doubtful advantage. First, although 
. “results” are admittedly of more fundamental importance than “forms,” 
. it is necessary, nevertheless, in many cases to distinguish between the 
forms themselves, and to retain, therefore, for this particular purpose a 
y certain definite set of terms. The distinction between conditions which are 
e purely competitive and those in which monopoly elements are present has 
2 become increasingly useful in economic analysis in recent years and the 
" meaning of the term competition in this connection has for several decades 
y at least been perfectly definite. Second, although some economists have 
it argued that the free competition of private entrepreneurs would, under 
if given conditions, tend to promote the general welfare, it does not appear 
d that any of them did, in fact, consciously identify free competition with 
it mobility of the factors of production. And finally, although Professor 
m Ratzlaff has carefully organized his book around this particular definition 
a an acceptance of it does not seem to be essential to an understanding of the 
™ more fundamental and important problems that are dealt with in any 
th part of the text. I feel, indeed, that the significance of his analysis of the 
ve history of thought relating to government interference, monopolistic ad- 
re vantages, mobility of factors, and other important topics would have been 
~ more readily appreciated had it not been made to center so largely about 
a matter of terminology. 
John M. Cassels 
er Harvard University 


be A Program for Modern America, by Harry W. Laidler. New York: 


is Thomas Y. Crowell Company. 1936. Pp. 498. $2.50. 
: The author states that the book is primarily concerned with an analysis 
al, 


of some of the specific evils in our capitalist system and suggested pro- 
grams for the eradication of these evils. 
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The first evil he cites is child labor, which, he says, is one of the most 
unjustifiable evils in modern life. The immediate remedy suggested is the 
passage of the Child Labor Amendment to the Constitution, which will 
give Congress power to limit, regulate and prohibit the labor of persons 
under eighteen years of age. A table taken from the United States Census 
of 1930 shows the number of children of ten to fifteen gainfully employed 
to be 667,118, of which 402,344 were unpaid family workers in agricul- 
ture. Most of these farm children are working with their father and are 
receiving useful instruction and companionship from him. 

In the opinion of the reviewer, the great advantage of farming as 
compared with city life is that the farm furnishes work for children. If 
ways and means could be devised to give city boys the opportunity to do 
as worthwhile work as the country boys, it would be much more satis- 
factory than negative legislation preventing their employment. Camping 
and play do not take the place of a job. Young people need and want 
work as well as play. Professor Thorndike points out the futility of 
keeping in school young people 15, 16, and 17 years old who have neither 
the ability nor the interest to profit thereby.’ 

Dr. Laidler is probably considering the most adverse conditions of 
child labor when he says, ‘To the average man and woman of clear vision 
it is unnecessary to prove that child labor is a vicious social evil, injuri- 
ous to the child and to society as a whole.” 

The second evil under capitalism discussed by Dr. Laidler is unemploy- 
ment and insecurity. The immediate remedy suggested is unemployment 
insurance, which must be national in scope. To guard against such legisla- 
tion being declared unconstitutional, he suggests the passage of the 
Hillquit amendment, which he quotes as follows: 


“Section 1. That Congress shall have power to establish uniform laws throughout 
the United States to regulate, limit and prohibit the labor of persons under 18 
years of age; to limit the work time and establish minimum compensation of wage- 
earners; to provide for the relief of aged, invalid, sick and unemployed wage-earners 
and employees in the form of periodical grants, pensions, benefits, compensation or 
indemnities from the public treasury, from contributions of employers, wage-earners 
and employees, or from one or more such sources; to establish and take over natural 
resources, properties and enterprises in manufacturing, commerce, transportation, 
banking, public utilities and other business to be owned and operated by the gov- 
ernment of the United States or agencies thereof for the benefit of the people, 
and generally for the social and economic welfare of the workers, farmers and 
consumers.” 

Such a depression as we have passed through, with its accompanying 
idleness, is not a necessary evil of capitalism, as Dr. Laidler would lead 
us to believe. Dr. Laidler does not mention the cause of the depression, 
changes in the supply of and demand for gold. Changes in money prices 
cannot bring on depressions such as the one we have just passed through 
when we are willing to adopt a money with a constant buying power for 
all commodities, rather than a fixed weight of one commodity. 

In the field of social effort Dr. Laidler believes that the development of 
sentiment for a federal system of unemployment insurance based on the 
principles of the Frazier-Lundeen bill, and the strengthening of state 


1The Distribution of Education, by Edward L. Thorndike. The School Review, May 1932, 
Vol. XL, Number 5. 
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systems of unemployment insurance are among the most important steps 
to be taken. He also urges that adequate national systems of old age 
pensions and health insurance be pushed with vigor in the days imme- 
diately ahead. The author describes in detail the progress made in this 
and in other countries. 

The author urges a shorter work week. He asserts that because of 
increased output per worker, the work week, in tens of thousands of cases, 
is needlessly and utterly too long. Many illustrations of technological 
advancement are given: how a tractor plows eight acres of soil in the 
time required for a man with a horse to plow one acre; how the wheat 
crop harvested in the United States in 1930 would have required 
20,000,000 more men only 45 years ago. Such illustrations that cite only 
a small portion of the production process are very misleading. Dr. Laidler 
has not taken into consideration the workers who manufacture the ma- 
chines, the workers who mine the ore, the woodchoppers who cut the trees 
which make the pulp which makes the paper on which is printed the 
advertisements, the salesmen, the bankers who furnish the credit. If the 
process is completed, it is evident that there has been no such spectacular 
increase in the output per worker. The increase in total production of the 
nation per worker is a slow and gradual process. 

The author falls into the popular theory of overproduction; stating that 
the decline in American exports and lighter eating habits among the 
American people have decreased the demand for farm products at the 
same time that larger acreage and more efficient methods of production 
have increased the supply. However, the total production of food and 
feed crops per capita in the United States has tended to decrease since 
1914.? 

Dr. Laidler’s future program for agriculture is: to encourage farmers’ 
cooperatives in every possible way; to reduce tariff schedules; to regulate 
production; to develop socialized banking; government crop insurance; to 
lighten the agricultural tax burdens; to extend and improve educational 
and other services; and ultimately to organize agriculture as a world 
industry. 

Dr. Laidler has made a valuable contribution in writing a history of 
social legislation in this and other countries. 

Dr. Laidler’s proposals for furnishing a minimum program of social 
change are: a comprehensive public housing program; a constructive pro- 
gram for agriculture; social ownership and democratic administration of 
natural resources, public utilities, and banking; a taxation program based 
on the principles of ability to pay and benefits received and directed to 
the adequate maintenance of social services and to a better distribution 
of wealth; the preservation and extension of civil liberties; a political 
Constitution nicely adjusted to the needs of the time; an international 
policy that will insure peace and a political alignment that will give the 
masses of our people an adequate share in the control of their political life. 

“These, however, are not enough. While these immediate objectives are 
sought, the great mass of the American people must mobilize their eco- 
nomic and political strength for an intelligent, orderly and courageous 
attack on the citadel of power—on the profit system—and must build 


? Business Conditions, by G. F. Warren and F, A. Pearson, Farm Economics, February 
1936, p. 2263. 
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in its place a scientifically planned society under which industry is carried 
on for use and not for profit.” 

Under our system of individual enterprise the well-being of the common 
man has phenomenally increased during the past fifty years. Of course 
many of the short-comings of the system need to be remedied. The author 
ridicules the present system effectively, but the reviewer does not find 
printed what appears to him to be satisfactory evidence that a socialistic 
system would be better for economic well-being or for freedom of thought 
and action. 

G. P. Scoville 

Cornell University 


Farm Organization and Management, by Garnet W. Forster. Raleigh: 
Lithoprinted, Edwards Brothers. 1935. Pp. xxv, 210. $3.00. 


Farm Organization and Management is one of the very few text 
books to appear in this field in recent years. Teachers of Farm Manage- 
ment, partially because of the lack of texts, have, in many Universities, 
come to depend primarily on lectures in which the principles of Manage- 
ment have been illustrated by and interpreted in the light of applications 
in the region. 

The principles of Management, when presented without applications 
with which the student is familiar, frequently prove uninteresting and 
difficult to teach. Many students have difficulty in developing a practica! 
working knowledge of the subject when it is presented in this way. With 
the wealth of teaching material available through the Extension divisions 
and Experiment stations, it is becoming increasingly difficult to prepare a 
workable text in Farm Management that has a nation-wide market. 
Undergraduate students in Agricultural colleges do not readily accept 
theoretical courses in Management or courses in which the applications 
are drawn from situations outside their own experience. 

With the rapid development of research in Farm Management, the 
field has become so subdivided that it is difficult to select properly organ- 
ized subject matter to be offered under this title. An additional complica- 
tion has resulted from the development of courses in Farm Prices, Farm 
Finance, Farm Tenancy, Land Use and Accounting which have cut into 
the field covered by the original texts in Farm Management. 

Dr. Forster has attempted to meet these difficulties by limiting the field 
somewhat and by “integrating general economic principles as they apply 
to farm management and sound farm practice.” 

“The text is roughly divided into two parts—the first deals with the 
organization of the farm and the second with its management.” Dr. 
Forster admits that this may be a somewhat artificial division. The or- 
ganization division deals principally with the problem of the selection 
and combination of enterprises. The second division, devoted to manage- 
ment, is concerned with the problems of Acquisition of Land and the 
Means of Production, Rental Contracts, Credit, Labor, Farm Practice 
and the Differential Nature of Management. 

Dr. Forster, because of his broad experience and acquaintanceship, has 
been able to bring together and to coordinate the viewpoints of most of 
the leaders in this field. The material is presented in an interesting and 
in a clear manner. The tables, figures, and illustrations are quite numer- 
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ous _ are very helpful in giving a clear understanding of the topics 
covered. 

In Chapters I and II, concepts of farming and farm management are 
presented in a general way. Chapter III is a very good summary of the 
history of farm management. Dr. Forster has done a good job of picturing 
the development of scientific farm management in the United States and 
in foreign countries. 

About one-half of the book is devoted to farm business analysis and 
farm organization. A few chapters are given to the methods used in 
analyzing the farm business. Three methods are presented: (1) the method 
of substitution, (2) the method of direct comparison, and (3) the stand- 
ard method. Each method is discussed in detail and good simple illustra- 
tions are given. There may be a question as to the logic of this classifica- 
tion of methods of farm business analysis. The author appears to be 
partial to the substitution method. Some economists would criticize the 
book for not giving some space to farm accounting in connection with 
farm business analysis. 

Rather complete discussions are included in Chapters on Units of 
Measurement of the Farm Business, Specialized and Diversified Farming, 
Size of Farm, Buying a Farm, Buying Farm Implements and Machinery, 
Farm Rental, Farm Layout and Farm Credit. 

A very practical explanation of the functions and responsibilities of 
the farmer as a manager is given in Chapter XIX. Such things as the 
utilization of labor, control of capital, changing organization to meet 
changing demands, looking into the future and keeping up to date on 
improved farm practices, selling and buying, and many minor details 
make the farm manager’s job one which requires much study. 

Chapter XXII, New Forms of Management in Agriculture, and Chapter 
XXIV, Economic Reports as Aids to Management, include subject matter 
not treated in most farm management texts. 

E. C. Young 

Purdue University 


Cotton and the AAA, by Henry I. Richards. Washington: The Brookings 
Institution. 1936. Pp. xv, 389. $2.50. 


Cotton and the AAA by Henry I. Richards is the last of a series of six 
books sponsored and published by the Brookings Institution, Washing- 
ton, D.C., the general object of which has been to observe and describe 
objectively the Agricultural Adjustment Administration in action. In these 
studies there is nothing that can be considered as alarming in character or 
particularly challenging. For the most part they simply attempt to describe 
in a non-critical fashion the experiment of production control as conceived 
and carried out by the Agricultural Adjustment Administration. 

The authors of the books which have appeared have been laboring 
under several obvious handicaps. There was, before the studies were 
launched, an understanding between the Director of the Institution and 
the Secretary of Agriculture to the effect that such a series of studies 
would be welcomed and that the Institution would be given access to all 
important records not of a confidential character, and that the designated 
experts of the Institution would be permitted to attend all hearings and 
to contact at will such members of the staff of the Agricultural Adjust- 
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ment Administration as could furnish pertinent information. This under- 
standing reminds one of the ancient admonition that the “Lord prospers 
those whom he loveth.” This is undoubtedly true provided that the 
devotees of the Lord are in the majority. That such a relationship would 
be entered into by an institution that was unsympathetic to the general 
objects of the Agricultural Adjustment Administration is manifestly in- 
conceivable. Those of the Institution staff that were assigned to this task 
were handicapped by this friendly understanding, unless perchance their 
conscience was not unduly disturbed by misgivings regarding the ultimate 
success of the program. 

There was another handicap of a more serious nature. No one individual 
or group of individuals working under a common leadership could possibly 
obtain all the information regarding a program which covered such a 
large geographic area and which was subjected to innumerable physical, 
economic, social and political conditions. The great bulk of the informa- 
tion necessarily had to be transmitted directly through the agents of the 
program which were sympathetic or had to effect sympathy for the pro- 
gram. As a matter of fact, there was little published criticism of the 
program and still less reliable information regarding the discrepancies 
and mistakes made in administering the program in whole or in part. 
The information necessary to write a completely objective treatise still 
has to be discovered, assembled and analyzed. 

A third limitation which is equally serious in character as those already 
mentioned was that each study has been made under the direction of a 
group of usually three individuals. The responsibility for the collection, 
analysis and presentation of the information was, however, vested in one 
individual. This delegation of responsibility has its advantage for the pur- 
pose of obtaining unity, but any book so written is, of necessity, the product 
of a particular social, economic, conditioning and the results of such, 
whether presented as a critical or as a passive study, are no better or worse 
than its creator. It certainly does not present the problem of production 
control as conceived and executed by the Agricultural Adjustment Ad- 
ministration in the same manner as a group of independent writers, each 
selecting for himself a segment of the whole. 

Working under these obvious handicaps Mr. Richards has, nevertheless, 
produced a creditable book. His approach to the problem is similar to that 
of those who have preceded him in this series. Starting with the Agri- 
cultural Adjustment Act he sets forth its essential characteristics more 
particularly the broad powers conferred upon the Secretary by the Act. 
He then proceeds to describe in separate chapters the cotton situation at 
the time the act was passed, the cotton program, cotton contracts, ad- 
ministrative organization, promotional campaigns, the contract sign-up, 
checking compliance, the landlord-tenant problem, the Bankhead Act and 
operations under it, government cotton and cotton loans, financing the 
program, effect of the program of foreign markets, its effect on income, 
potential gains and losses, and feasibility of continued control. In addition, 
there are four appendices giving information on benefit payments and 
processing tax, proposals for 1934-35, procedure under the Bankhead Act, 
and estimating the effect of cotton program on income. 

It is not necessary to describe each of these chapters as the content is 
quite well known to those who have followed the Agricultural Adjustment 


Ad 
as 
co 
for 
pre 
fac 
the 
sin 
Ric 
thi 
tio 
ho 
fa 
the 
to 
pre 
Wit 
pri 
Ww 
Ri 
se 
pri 
in 
me 
ev 
ere 
ad 
th 
Ac 


Book Reviews 637 


Administration in its effort to help the cotton farmer. The cotton program, 
as conceived and executed by the Agricultural Adjustment Administra- 
tion, was more or less of a hybrid program. Production control through 
contracts was soon discovered to be inadequate. This discovery brought 
forth the Bankhead Act which was superimposed on the original control 
rogram. 

, Probably one of the most interesting and at the same time least satis- 
factory chapters, is that relating to the tenant farmers and the effect of 
the program on his welfare. Unquestionably, the Administration was 
sincere in its effort to protect the tenant farmer. On the whole, Mr. 
Richards is of the opinion that the Administration was successful in doing 
this. This conclusion is questionable. To those who understand the rela- 
tionship between the tenant and landlord understand that no program, 
however well conceived and put into effect, could possibly give the cropper 
farmer full justice. Unquestionably, there was discrimination throughout 
the cotton belt and in some instances no doubt violent injustice was done 
to the cropper. Information with respect to this has yet to be collected, 
properly analyzed and presented. 

A problem which has been widely debated, and upon which there are 
wide differences of opinion, is the effect of the control program on cotton 
prices. There are many who believe that the President’s monetary policy 
was more influential in raising prices than the control program. Mr. 
Richards does not add anything new to this discussion. He makes no 
serious attempt to determine the effect of the monetary policy on cotton 
prices, although he is willing to concede that a considerable part of the rise 
in cotton prices may be attributable to the devaluation of the dollar. 

Mr. Richards has gathered and marshalled his material in an effective 
manner and gives an illuminating discussion of the cotton program. How- 
ever, the second series, when and if published, will be more helpful in 
creating an agricultural policy and program which will assure the farmer 
adequate returns and preserve for future generations our agricultural re- 
sources. The creation of such a program will be a difficult task, considering 
the decision of the Supreme Court on certain provisions of the Agricultural 
Adjustment Act. 

G. W. Forster 

University of North Carolina 
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NEWS ITEMS 


The Agricultural History Society held its 18th annual dinner and 
business meeting in Washington, D.C., April 24. In the presidential address 
on “The Master Farmer Movement,” Clifford V. Gregory, editor of the 
Prairie Farmer, emphasized the desirability of dignifying agriculture as 
an occupation and encouraging future generations to continue on the 
farms of their fathers and grandfathers. Other speakers included Dr. 
Asher Hobson, Dr. O. C. Stine, Dr. C. R. Ball, and Dr. Solon J. Buck. 

Officers chosen for 1936-37 were Dr. H. C. Taylor, Director of Farm 
Foundation, Chicago, as president; Miss Mary G. Lacy, librarian of 
Bureau of Agricultural Economics, as vice-president; Dr. O. C. Stine, 
continuing as secretary-treasurer; Mr. Wheeler McMillen, associate editor 
of the Country Home, New York, and Professor Frederick Merk, Harvard 
University, as elective members of the executive committee. 


The American Institute of Cooperation which was held at the Univer- 
sity of Illinois, Urbana, June 15 to 19, broke all records for registration. A 
total of 1836 names was registered, in addition to a large number who 
attended some of the sessions and did not register. The Institute was 
attended by people representing 35 states and several foreign countries. 
The broad scope of the program providing for groups representing different 
commodities and interests with ten separate discussion groups held during 
the afternoon periods undoubtedly stimulated the large attendance. 


Rural Sociology, a quarterly “devoted to scientific study of rural life,” 
appeared in March, 1936. This journal is published by the Rural Sociology 
Section of the American Sociological Society. Its managing editor is T. 
Lynn Smith of Louisiana State University and the editorial board includes 
Lowry Nelson, John H. Kolb, C. E. Lively, Dwight Sanderson, and Carle 
C. Zimmerman. Twenty-five contributing editors are listed. It is indicated 
that the new quarterly “will assemble the most timely and significant 
studies of rural population and rural life. From all countries trained 
observers and thinkers will contribute their findings.” The subscription 
price is $2.00 a year. 


Revisions for acreage, yield, and production of certain major crops for 
the years 1924-35 have been issued in mimeographed form by the Crop 
Reporting Board of the Department of Agriculture. These revisions were 
made after consideration of the enumeration of the Census of 1935. 


Mr. James W. Coddington, who received the B.S. and M.S. degrees from 
the University of Maryland, majoring in Agricultural Economics and 
who has been Land Bank Appraiser for the Farm Credit Administration 
in Baltimore, has resigned his position to accept the position of Land 
Use Planning Specialist in Maryland. 

Mr. Roy W. Lennartson, who received the M.S. degree in Agricultural 
Economics at the University of Maryland in June, 1936, has been em- 
ployed in the Division of Research in the Farm Credit Administration in 
Washington. 

Mr. Everett C. Weitzell, who received the degree of M.S. in Agricultural 
Economics from the University of Maryland in 1935, and who has been 
employed recently on the farm mortgage study in Maryland, has resigned 
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his position to accept the position as Assistant Agricultural Economist in 
the University of West Virginia. 

Mr. B. B. Powell, who has been employed as Associate Agricultural 
Economist in the Department of Agricultural Economics of the University 
of Maryland, has resigned his position to accept the position of Associate 
Agricultural Economist in the U. 8. Department of Agriculture. Mr. 
Powell will be employed in the making of a farm management study of 
wild life and game. 


Reassignments in the Division of Crop and Livestock Estimates, Bureau 
of Agricultural Economics, include the following: 

Francis H. Whitaker, in charge of the office at Little Rock, Arkansas, has 
been brought to Washington to take charge of the cotton section of the 
division in place of Mr. Childs, now Agricultural Statistician for Texas. 

Stuart L. Bryan has been placed in charge of the Arkansas office. 

Arnold J. King, formerly in charge of the South Dakota office has been 
transferred to Washington for work on certain phases of the weather-crop 
studies of the Division. 

Evan V. Jones has been placed in charge of the office at Brookings, 
South Dakota. 


The Farm and Home Hour broadcast began in June a series of inter- 
views built out of material contained in regular reports and special studies 
of the Bureau of Agricultural Economics. Mail from listeners indicated 
intense interest in farm economic information. 


A new series of mimeographed reports on special phases of the work 
of the Division of Crop and Livestock Estimates, Bureau of Agricultural 
Economics, was begun in late May with the issue of an article entitled 
“Effective Precipitation in Relation to Crop Yields” by Anna P. Kelly 
and Joseph L. Orr. Others of the series will be issued occasionally and will 
be available on request. 


L. J. Norton, formerly a member of the Department of Agricultural 
Economics in the College of Agriculture, University of Illinois, will return 
to the College on September 1 as professor of agricultural economics and 
he will have charge of the division of marketing and finance. For the past 
18 months Dr. Norton has been Vice-President of the Production Credit 
Corporation, Farm Credit Administration (5th District, St. Louis). 


Norman Urquhardt graduated with honors in June from the College of 
Agriculture, University of Illinois, and will go to the University of Mary- 
land on July 1 where he has accepted a fellowship in agricultural eco- 
nomics. 


J. B. Andrews, who has been with the Soil Conservation Service as 
Senior Soil Conservationist, will return to the staff of the University of 
Illinois on July 1 as Administrative Assistant in the Agricultural Exten- 
sion Service. Mr. Andrews will represent the College as a member of the 
State Agricultural Conservation Committee. This state committee has 
charge of the 1936 conservation program as outlined by the Agricultural 
Adjustment Administration. 


B. R. Hurt, who will receive his master’s degree in agricultural eco- 
nomics at the University of Illinois in August, 1936, will go to Harvard 
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University in September to accept a research assistantship in the Depart- 
ment of Economics. 


Donald McMillen, who graduated with high honors from the College of 
Agriculture at the University of Illinois in June, 1936, has been granted 
. research assistantship in the Gianinni Foundation at the University of 

alifornia. 


R. J. Eggert, a candidate for the M.S. degree in agricultural economics 
at the University of Illinois in October, will go to the University of 
Minnesota in September as a research assistant in marketing. 


Mr. William E. Bell, who received the master’s degree in Agricultural 
Economics at the University of Maryland in June, 1936, has been em- 
ployed as Farm Management Specialist in cooperative study between the 
Maryland Agricultural Experiment Station, the U. 8. Department of 
Agriculture, and the Agricultural Adjustment Administration. 


Cost of crop insurance is being studied in a research project of the 
Division of Agricultural Finance, Bureau of Agricultural Economics, by 
Wm. H. Rowe, assisted by E. L. Cady of Iowa State College. Work in 
Kansas, Oklahoma, Texas, Nebraska, North Dakota, and Montana is 
contemplated, based for the most part on data acquired by the AAA 
incident to the adjustment programs. 


Dr. Roger B. Corbett has been transferred from the Extension Service 
to the Division of Marketing Research, Bureau of Agricultural Economics 
and stationed at Boston, Massachusetts, in charge of joint projects on 
which the Bureau is cooperating with the New England Research Council 
on Marketing and Food Supply. 


Mr. Chester C. Davis, Administrator of the AAA was appointed a 
member of the Federal Reserve Board upon his return from Europe in 
late May. 


Mr. John R. Hays, a graduate of Purdue University (1931) and recently 
a teacher of vocational agriculture in Indiana, has been appointed a half- 
time assistant in the Department of Farm Management, Purdue Uni- 
versity. 


Mr. Charles E. Hearst, president of the Iowa Farm Bureau Federation 
from 1923-36 and vice-president of the American Farm Bureau Federation 
since April, 1931, died at his home in Cedar Falls, Iowa, on March 8. 
Besides his Farm Bureau work which began with the organization of the 
Black Hawk County Farm Bureau in 1912. Mr. Hearst served as an 
official of cooperative elevators, was active in the affairs of a local cream- 
ery, was for many years a director on the National Livestock and Meat 
Board, and operated a general farm. 


Mr. Roy F. Hendrickson has been appointed Director of Economic 
Information, Bureau of Agricultural Economics, in place of Mr. Marquis 
who resigned in November. For the last two years Mr. Hendrickson has 
been a member of the staff of the Department of Agriculture serving as 
Associate Director of Information of the AAA and more recently as 
Assistant to M. L. Wilson, Assistant Secretary. Prior to joining the Gov- 
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ernment Service, Mr. Hendrickson was engaged in newspaper work with 
the Associated Press. 


Dr. John B. Holt, a collaborator in the Division of Farm Population 
and Rural Life, Bureau of Agricultural Economics, studying techniques 
of family selection for resettlement projects, has been appointed Professor 
of Sociology at William and Mary College, Williamsburg, Virginia. 


Mr. Floyd J. Hosking, agricultural economist in the Bureau of Agri- 
cultural Economics for the last 8 years, resigned June 15 to become head 
of a new department of Corn Industries Research Foundation of New 
York for statistical research problems of the industry. A local office has 
been opened in Washington, D.C. 


Dr. Einar Jensen has been appointed a principal agricultural economist 
in the Bureau of Agricultural Economics and will have charge of a study 
of “Imput as related to output in Dairy Farming,” established under 
provisions of the Bankhead-Jones Act, in cooperation with the Bureau of 
Dairy Industry. Besides thorough review of data now available some 
new field work involving controlled experimental observations is contem- 
plated. Dr. Jensen is a native of Denmark but received his doctorate in 
agricultural economics at Harvard University and since September, 1933, 
has been employed in the AAA. 


Mr. Sherman E. Johnson has been appointed a principal agricultural 
economist in the Bureau of Agricultural Economics and will have charge 
of a study of “Interregional competition and agricultural adjustments in 
type-of-farming areas” under provisions of the Bankhead-Jones Act. 


Dr. Lowry Nelson has been appointed Director of the Utah Agricultural 
Experiment Station at Logan, Utah. Previously Dr. Nelson had been 
chief of the Research Section, Rural Resettlement Division, Resettlement 
Administration, and a collaborator with the Division of Farm Population 
and Rural Life, Bureau of Agricultural Economics. 


Mr. M. G. Smith, a graduate of Purdue University (1933) and recently 
a teacher of vocational education in Indiana, has been appointed a half- 
time assistant in the Department of Farm Management, Purdue Uni- 
versity. 


Dr. O. C. Stine, in charge of the Division of Statistical and Historical 
Research, Bureau of Agricultural Economics, will serve as a professor at 
the University of California, Berkeley, teaching research methods until 
the end of December. During his absence Dr. F. L. Thomsen will act in 
charge of the Division. 


After a year’s leave of absence, Dr. W. B. Stout resigned his position 
as Marketing Extension Specialist at Purdue University to accept a ‘posi- 
tion as Senior Extension Economist in the Division of Cooperative Exten- 
sion Work, Extension Service, Washington, D.C. 


Mr. H. R. Tolley was appointed Administrator of the AAA in place of 
Mr. Chester C. Davis resigned. 


After two years’ leave of absence, Mr. G. E. Young resigned his position 
as Research Assistant in Farm Management at Purdue University to 
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accept the position of Chief, Land Use Planning Section, Region 3, 
Resettlement Administration, at Champaign, Illinois. 


Mr. Roland Bevan has been appointed Instructor in Agricultural Eco- 
nomics, University of Minnesota. 


Mr. C. v. H. du Plessis completed his work for a Master’s degree at 
the University of Minnesota in June and has returned to South Africa. 


Mr. S. A. Engene has been appointed Instructor of Agricultural Eco- 
nomics, University of Minnesota. 


Dr. L. F. Garey has resigned as Assistant Professor of Agricultural 
Economics, University of Minnesota, to accept a professorship at 
Nebraska. 


Mr. H. F. Hollands, Instructor in Agricultural Economics, University 
of Minnesota, has been appointed Assistant Professor of Agricultural 
Economics, Washington State College. 


Professor Frank Peck has been appointed Vice-Director of the Agri- 
cultural Experiment Station, University of Minnesota. He will occupy 
this position along with that of Director of Agricultural Extension. 


Mr. George A. Sallee has been granted leave of absence by the Univer- 
sity of Minnesota to participate in the study of trends in employment 
of agricultural labor. His headquarters will be at Philadelphia. 


Mr. Henry Stippler, who has been taking gratluate work at the Univer- 
sity of California, has joined the staff of the Special Crops Section of 
the Agricultural Adjustment Administration. 


Mr. Harold Breimyer, who has been taking graduate work at the Uni- 
versity of California during the past year, has accepted a position with 
the Program Planning Division of the Agricultural Adjustment Admin- 
istration. 


Mr. James Marshall, who has been taking graduate work at the 
University of California during the past year, has accepted a position 
in the Land Utilization Section of the Resettlement Administration in 
Washington, D.C. 


Mr. Holden E. York, who has been taking graduate work at the Uni- 
versity of California, has recently accepted a position in the Cotton 
Section under the Soil Conservation and Domestic Allotment Program. 


The Committee on Census of Agriculture, established jointly by the 
American Farm Economic Association and the Social Science Research 
Council committee on Social and Economic Research in Agriculture, 
held a meeting in Washington, D.C., late in June. The members of the 
committee are J. D. Black, F. F. Elliott, F. F. Hill, Asher Hobson, T. 
Lynn Smith, E. A. Starch, H. R. Tolley, F. P. Weaver, G. S. Wehrwein, 
O. C. Stine, and M. R. Benedict. 


C 
le 
0 
h 
S 
re 
st 
W 
ti 
k 
li 
ir 
tl 
t 
fi 
N 
lo 
p 
a 
i 
i 
a 
ul 
a 
di 
tl 
al 
W 
ca 


News Items 643 


The Pacific Coast Regional Committee of the Social Science Research 
Council has set up a subcommittee to consider research in agricultural 
labor. The members of this committee are Professors William S. Hopkins 
of the University of Washington, Louis A. Wood of the University of 
Oregon, M. R. Benedict of the University of California, and Mr. Samuel 
Moment of Stanford University. The committee held its first meeting in 
San Francisco during the middle of June. 


Mr. Lawrence E. Kindt, who has been taking graduate work at the 
University of California, has recently accepted a position in the Program 
Planning Division of the Agricultural Adjustment Administration. 


RECOGNITION 


Concluding more than forty-five years of continuous service in the 
Minnesota Agricultural Experiment Station, Dr. Andrew Boss began his 
retirement on July 1 from the post of vice-director of the experiment 
station, which he has held since 1917. Members of the American Farm 
Economic Association are aware of the fact that Doctor Boss made note- 
worthy contributions in agricultural teaching, research, and administra- 
tion. He established the first school and college courses in methods of 
killing, cutting, and curing meat, Minnesota having the first college meat 
laboratory in America. He wrote the first bulletin on this subject, pub- 
lished by the U. 8. Department of Agriculture, as Farmers’ Bulletin 
No. 183. Likewise he is credited with developing the first courses in farm 
implements and in the handling of grain crops, now standard courses in 
the curricula of agricultural colleges throughout the country. 

With Prof. W. M. Hays, he initiated research work in farm manage- 
ment at Minnesota, which not only laid the foundation for the work at 
that institution, but also for the development of the work in the U. 8. 
Department of Agriculture and in other state agricultural colleges. The 
first detailed cost of production studies were set up in Wright, Lyon, and 
Norman counties in 1902, and from this work was developed the standard 
method of collecting detail cost of production data which has been fol- 
lowed in many other states. 

In 1915, Professor Boss received national recognition in being elected 
president of the American Farm Economic Association, and he is the 
author of a standard textbook in farm management, originally published 
in 1914 and revised in 1922, in the organization of research work. 

He made noteworthy contributions in the field of crops and has been 
instrumental in the development and distribution of a score or more of 
improved varieties of crops adapted to Minnesota, among which is Grimm 
alfalfa. An interesting story is told of Professor Hays and Professor Boss 
upon hearing of a farmer who was growing a hardy variety of alfalfa, 
and with team and wagon filled with provisions for two or three days 
drove to Excelsior, Minnesota, traced the story of the alfalfa, and found 
that one Wendolyn Grimm, a German immigrant, had a hardy winter 
alfalfa. Obtaining some seed, Hays and Boss tested out the variety, in- 
creased their seed supply, and distributed it among farmers of the North- 
west. 

Professor Boss has said that he probably owes the beginning of his 
career to a combination of an election campaign in 1889 and a severe 
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thunder-storm. The Honorable 8. M. Emery of Lake City was campaign- 
ing in early September and happened to be driving past the Boss family 
homestead when a terrific electrical storm came up. Mrs. Emery, who was 
accompanying her husband, fainted and was carried into the Boss home 
for resuscitation. The next morning Mr. Emery, who was a member of 
the University Board of Regents, urged the father to send one of several 
sons to the newly established school of agriculture. It was agreed that 
Andrew, the oldest, should go, and he entered the School of Agriculture 
on October 18, 1889. He began by husking corn for the state at ten cents 
an hour, and started doing chores around the University farm, which 
paid his expenses through school and started him on his career. He spent 
his vacations working at the University farm, and when he was graduated 
from the school in 1891, he became foreman of the experimental farm. 
Rising steadily in rank and responsibility, he became the assistant agri- 
culturist in 1894, associate professor of agriculture in 1902, professor of 
agriculture and animal husbandry in 1905, professor of agronomy and 
farm management in 1910, and vice-director of the experiment station in 
1917. At the celebration of its fiftieth anniversary last summer the Agri- 
cultural Experiment Station paid its official tribute to Doctor Boss, plac- 
ing a life sized portrait in the agricultural college library as a permanent 
symbol of esteem. Similar recognition was given him a few years ago by 
the Saddle and Sirloin Club of Chicago. In 1927, the Kansas State Agri- 
cultural College honored him with the degree of Doctor of Science. He 
is a member of many learned societies and honorary organizations. The 
American Farm Economic Association is proud of the fact that he has 
been a prominent member of their association from the early organization 
period. 
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